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Copper is ANACONDA’S job, in addition to im- 
portant zinc, manganese and by-product metal 
production. It’s the job of insuring a dependable 
supply of copper so essential to our American way 
of life. 

That is why ANACONDA has become the world’s 
major group of non-ferrous mines, smelters and 
refineries; why it owns and operates a great net- 
work of manufacturing plants and has sales offices 
and distributors throughout the country. 

But supplying today’s copper is not enough. 
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and how it serves us all! 


What about tomorrow? It’s ANACONDA’S basic 
policy that for every ton of copper mined, a ton of 
new reserves must be developed. Thus, ANACONDA’S 
resources and facilities assure us all a continuing 
supply of this vital red metal. 

As industry continues to grow, so does the 
breadth of application of copper and its many 
versatile ‘alloys. For in the new scientific concepts 
and the new industrial techniques, copper plays a 
constant, integral part, broadening the horizons of 


industry and of the people industry serves. 
49347-A 


ANACONDA COPPER MINING COMPANY 


The American Brass Company 
Anaconda Wire & Cable Company 


International Smelting and Refining Company 


PRODUCE: Copper, Zinc, Lead, Silver, Gold, Cadmium, 
Vanadium, Superphosphate, Manganese Ore, Ferromanganese 





Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 


MANUFACTURE: Electrical Wires and Cables. Copper, brass,bronze and other copper alloys in such forms as 
Sheet, Plate, Tube, Pipe, Rod, Wire, Forgings, Stampings, Extrusions, Flexible Metal Hose and Tubing 
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What a whale of a wallop a 
few facts can pack — espe- 
cially for investors ! 


Take the kind of story you 
hear all the time . . . the 
“chance-of-a-lifetime” story. 

Some smooth-tongued pro- 
moter paints a picture of the 
company that “can’t miss”. 
Either it’s got oil wells just 
waiting to gush... . or it’s sit- 
ting on a gold mine... or it’s 
got a patent that will revolu- 
tionize an industry—maybe! 

Stories like that may seem 
ridiculous. But every year too 
many people believe them— 
lose a lot more money than 
we like to think about. © 

Of course, thousands of in- 
vestors do think to check us 
first about such questionable 
ventures. 

And then—what a power- 
ful impact a few facts can 
pack—what a difference they 
make on investment decisions. 

Moral? Ask Merrill Lynch 
for the facts before buying. 
We don’t care whether you’re 
a customer or not, whether you 
can afford to invest much, little 
—or nothing at all. We'll 
be glad to tell you all we can 
about any industry, company, 
or stock. There’s no charge, no 
obligation. Just remember: 
“Investigate then Invest”. 


Department SF-1 
MERRILL LYNCH, 


PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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1949 Was Another Good Year for Telephone Users 













BETTER LOCAL SERVICE —The over-all quality 
of telephone service continued to improve 
in 1949 and it keeps right on getting better. 
There’s faster, clearer, more accurate serv- 
ice on millions of local calls. 





275,000 NEW RURAL TELEPHONES 
were added by the Bell System 
in 1949. 1,300,000 have been 
added since the war — a truly 
remarkable record of rural de- 
velopment by the Bell System. 
Great gains were made also in 
the quality of service. Fewer 
parties on the line. Many thou- 
sands of new-type telephones 
put in. A higher proportion of 
our farmers have telephones 
than in any other country in 


the world. 
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MORE SERVICE FOR MORE PEOPLE — Nearly 2,000,000 
telephones were added to the Bell System in 1949, This meant 
service not only for many people who did not have a telephone 
before but it also increased the value and usefulness of your 
own particular telephone. You can call many more people — 
and many more can call you. There are now more than 50% 
more Bell telephones than at the end of the war. 





IMPROVEMENTS IN LONG DISTANCE 
Long Distance grew steadily bet- 
ter in 1949. The average time to 
complete out-of-town calls is now 
down to little more than a minute 
and a half. Nine out of ten calls 
go through while you hold the 
line. Over many routes, the Long 
Distance operator dials the dis- 
tant telephone direct. It’s faster. 
friendly, courteous service all the 
way. 














CONTRIBUTION TO PROSPERITY — All of 
this expansion and improvement in 
telephone service provided work 
and wages for many people outside 
the telephone business. 

More than $1,000,000,000 was 
put into new facilities. Western 
Electric — the manufacturing unit 
of the Bell System — bought from 
23,000 different concerns in 
2500 cities and towns through- 
out the country. 


BELL TELEPHONE SYSTEM — The best and the most 
telephone service at the lowest possible price. 
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1907 - Over 42 Years of Service 


o 


Economics >>; urities.~ 
Foreign Affairs,/ - > Politics ~ 


The Trend 


MILESTONE .. . The year of 1950 is the half-way 
milestone of the Twentieth Century. This makes it 
an appropriate occasion to look back and see how 
far we have come, and where we stand. After all, 
1950 marks the final year of a half century which 
has witnessed changes more stupendous perhaps 
than human society has ever undergone in a similar 
span. 

The past forty-nine years certainly have seen 
great progress on the material side. Back in 1900, 
businessmen were supremely confident about the 
future, and rightly so, but few probably anticipated 
the enormous forward strides which the country has 
made, its unparalleled growth and prosperity. The 
new century witnessed significant revolutions not 
only in industry and technology, but in science, in 
medicine, even in the concepts of thinking about 
man and the universe in which he finds himself. As 
a result, there has been substantial improvement in 
material conditions for everyone, in educational fa- 
cilities, and in the amenities and comforts accessible 
to ever larger numbers of the people. 

These last forty-nine years, however, have also 
witnessed the world’s two greatest and most dread- 





———— oe 
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~- Industry 
Business 


of Events 


dent when we compare 1949 with 1900. During this 
span, our population has virtually doubled, and our 
labor force has more than doubled. Gross national 
product has increased roughly four times which, on 
a per capita basis, means a doubling of the produc- 
tion of goods and services. National income climbed 
from an estimated $17.5 billion to $220 billion—on 
a per capita basis from $228 to $1,450. Along with 
the implied increase in material well-being, there 
has been a consistent reduction in hours of work. 
Back in 1900, the average industrial worker put in 
51 hours a week; today he works 39 hours while his 
output per hour has risen about 21% times. 


Birth of Mass-Production Economy 


Along with this went the development of a true 
mass-production and mass-consumption economy 
with its characteristics of high output, high employ- 
ment, steadily increasing income and mounting 
leisure, a far cry from the “back-breaking” and 
frugal life that usually was the worker’s lot at the 
turn of the century. 

Yet of all the change that has occurred, it is diffi- 





ful and destructive wars; the 
greatest depression since the 
establishment of the money 


may stand as the world’s 
greatest revolutionary up- 
heavals. It goes without say- 
ing that these events have 
deeply colored not only the 
period in which they occurred 
but the future as well. 

The nation’s growth is evi- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
economy; and what perhaps ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


cult to single out the main 
lines of development which 
stand out as essential contri- 
butions of the first half of the 
Twentieth Century. There are 
too many. One could write a 
brief history of our times 
simply by listing such now 
common words as radar, tele- 
vision, automobile, and lat- 
terly atomic energy, just a 
few of the many developments 
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non-existent in 1900 or at best known to only a few 
specialists or scientists. 

The past forty-nine years have particularly been 
characterized by the amazing change in man’s com- 
mand over his environment. In 1900, our railroads 
which had made possible the opening up of our con- 
tinent, though quite old-fashioned by today’s stand- 
ards still represented our leading growth industry, 
and also the only means of long distance transporta- 
tion. The extent to which the automobile and the 
airplane have changed this, as well as the structure 
of our life, needs hardly any comment. The same can 
be said of such newcomers as radio, television, 
motion pictures and the numerous “gadgets” which 
have been rolling from the assembly lines of our 
ever-advancing industry. 


Vast Strides in Science, Medicine 


Less apparent perhaps, hence easier to overlook, 
are the profound consequences inherent in the prog- 
ress of pure science and medicine, the increase in 
life expectancy, the reduction of pain and mortality 
in disease. Nor should we leave unmentioned the 
enormous strides made towards greater agricultural 
productivity. 

One of the most significant points in this saga of 
growth is that our budding industrialism has not 
produced, as frequently elsewhere, an industrial 
proletariat but a lower middle class that owns not 
only homes and autos and life insurance, but even 
capital investments. Another is that all this has 
been achieved in a free society which to-date has 
permitted a greater measure of personal liberty than 
most people on this earth enjoy. Our success per- 
haps was due because of this. No society is perfect, 
and no Government can produce heaven on earth, 
but when we strike a balance and above all compare 
our lot with others, we must conclude that fate has 
amply favored us. Not fate alone perhaps, but the 
energy and initiative which we were allowed to de- 
velop freely. Much of the secret of our success has 
been the great opportunities open to all. 

This calls attention to other striking changes 
which have taken place not in business but in the 
environment in which business operates. The world, 
and foremost our nation, were thoroughly capitalist 
in 1900. America was proud of such industrialists 
as John D. Rockefeller, Andrew Carnegie, John 
Wanamaker, of inventors like Thomas Edison and 
George Westinghouse, of the railroad builders Hill 
and Harriman. 


High Rewards for the Enterprising 


It showered riches on the inventive and the dar- 
ing. Frank W. Woolworth was able to build the 
largest chain store business on a foundation of 
dimes. Henry Ford, the erstwhile grease-stained 
mechanic, put the motor car within the reach of the 
common man and became a billionaire. Oil wells 
competed with Wall Street in making men rich. 
There was no limit to the reward for men of brains, 
imagination and enterprise. 

But things have changed. There has been a 
marked shift in the country’s political center of 
gravity, a shift of political power from financial- 
industrial conservatism to progressive-liberal re- 
form elements. There has been a great extension of 
state power over the individual, and of federal-state 


responsibility for individual welfare. There has been 
the rise of labor as a great economic and political 
power, the growth of Government in business, and 
purposeful redistribution of wealth through inheri- 
tance and income taxes. In short, while we still live 
in a capitalist society, its function has been greatly 
altered and circumscribed. 

The change did not come suddenly. Looking back, 
one can see the beginning even in 1900. The power 
of business at the turn of the century was great but 
by no means unchallenged. The basic anti-trust laws 
were already on the statute books. Thereafter we 
have moved consistently towards more and more 
centralization, and complexity, of social organiza- 
tion, more encroachment by the State, bigger Gov- 
ernment, higher taxes, and generally a _ trend 
towards meeting more of the individual’s problems 
on a socialistic or communal rather than the indi- 
vidual plane. All of which was perhaps inevitable. 
It is a trend that has appeared in all modern soci- 
eties regardless of the ideologies behind them. 

Along with our industrial revolution during the 
last half century went the amazing growth of cities 
which merely paralleled the growth in factory em- 
ployment, the shift of the balance of population 
from rural to urban. In 1900, 40% of the people 
lived in cities, 60% on farms. Today the relation- 
ship is exactly reversed, and this has created a 
whole series of new problems. The wage earner 
lacks the security of the farmer, hence he turns 
almost automatically to the Government or the 
unions to strengthen his hand. It explains in part 
why our social evolution was inevitable. 


From Debtor to Creditor Nation 


Finally with the development of mass production 
and urbanization of the country came the gradual 
but inexorable shift in our foreign trade position. 
At the turn of the century, we were a debtor nation. 
Today we are the world’s leading creditor, a shift 
which has given rise to tremendous problems, fore- 
most among them the business cycle, a problem 
which we are still trying to solve. Prior to this, 
there were no depressions but panics which, while 
sharp and nasty, never lasted long. The prostration 
of the Thirties was something new, and psychologi- 
cally as well as economically a shock of the deepest 
nature. 

Withal, then, these first forty-nine years of the 
Twentieth Century have not only been years of un- 
paralleled growth and progress, but of truly incisive 
changes in our social and economic structure. In 
spite of this, we find that the balance is still greatly 
in our favor. We enjoy a better standard of living 
than any other country, and despite the encroach- 
ments of the State, we are still a free people. 
Clearly, we have to take some risks to maintain and 
safeguard our liberties. 

No one can predict with certainty the road which 
we must traverse in the second half of the century. 
Man’s great material progress is now offset by fears 
for continuation of the civilization he has built. Our 
country particularly has been thrust into a positon 
of unique power and responsibility. Progress doubt- 
less will continue; it always does. But a major prob- 
lem of the second half of the century will be to find 
ways to control the instability which the expansion 
and developments of the first have brought with it. 
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ANOTHER 


PF cctens Truman’s “No” on Formosa has 
once more underscored the question of what positive 
action the United States might take to counter the 
advance of communism in the Far East. The stand 
finally taken, after all the intrigue and confusion, 
reflects not a policy but the lack of a policy. It was 
forced to a head by “leak and legerdemain,” as 
some put it, but it still 
leaves us without a dy- 
namic approach to a sit- 
uation that is now rapidly 
deteriorating. 

For the time being at 


“UH HUH! STILL 








least, we seem to have WE musr 
chosen the “diplomatic CONDITION THE 
approach” advocated by PUBLIC MIND 


Secretary of State Ache- 
son, and Mr. Acheson 
thus has scored a spec- 
tacular triumph over Sec- 
— of Defense Louis 1S Nor f 
Johnson who favored a (MPO i £ 
less passive attitude. The & aoe 
mark of our postwar 
China policy has always 
been an extreme reluc- 
tance to engage the 
United States, in the way 
that we engaged our- 
selves in Greece, for ex- 
ample. Yet our new poli- 
cy will be doomed to 
rapid failure unless we 
now engage ourselves 
more boldly, politically 
and strategically as well 
as economically. 

Since the President’s 
declaration virtually co- 
incided with Britain’s 
foolish act of extending 
recognition to the Chi- 
nese Reds, one wonders 
whether the State De- 
partment is again following the British lead in a 
policy of appeasement. If so, let’s remind that Brit- 
ain and France did not secure “peace in our time” 
at Munich. Neither can Britain and the United 
States buy peace in Asia by compromising with com- 
munism there. 

As it is, apparently, we have declined to intervene 
in Formosa because — among other reasons — such 
action would divide our Asiatic policy from the poli- 
cies of other Western powers, particularly the Brit- 
ish, and because the State Department believes that 
we could not intervene in Formosa without British 
support. 


TO BELIEy 
FALL oF . 
FORMOSA 





JANUARY 14, 1950 








Talburt in the N.Y. World-Telegram 


By ROBERT GUISE 


MUNICH? 


It’s about time that we should have a policy of 
our own, if only because the Administration’s latest 
decision settles absolutely nothing. The Chinese 
problem continues to exist, and so does the com- 
munist threat to all of South Eastern Asia. The 
tragedy of our decision is that it may well invite 
the very conflict which it seemingly wants to avoid. 

After all, the promise 
not to interfere on For- 
mosa amounts to an in- 
vitation to the Chinese 
communists to come and 
get in — and every fur- 
ther communist advance 
increases the probability 

of another world war. 
Formosa admittedly 
may not be the best place 
to make a stand against 
Ii} further Red aggression, 
:. 
| 


SAVING FACE” 









but it certainly is unwise 
for a Government to tie 
its hand in advance. The 
blunder is all the more 
inexcusable since it de- 
fied military advice, and 
it may have fateful ef- 
fects on the attitudes and 
policies of the few re- 
maining potential allies 
in South Eastern Asia. 

The thing to do is to 
build a wall against the 
further spread of com- 
munist control but we 
are not doing it by giv- 
ing up Formosa, and 
moreover, advertising in 
advance our intention to 
do so. The loss of For- 
mosa will be a blow to 
American policy that will 
hardly raise our prestige 
in that part of the world. 
It will also bring communist agitation nearer to the 
Philippines and Japan. Just as the loss of China 
broke the Asiatic frontier, the loss of Formosa will 
breach our defenses in the Pacific. In the light of 
this, the negative character of our policy is de- 
plorable. 

The need for a practical and coherent Far Eastern 
policy is urgent, and the need for action in line with 
such a policy is strong. In our own interests, and 
regardless of what others including the British may 
want us to do, we must endeavor to organize a dy- 
namic policy of anti-communist defense among all 
Southeast Asian coun- (Please turn to page 416) 
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Realistic Reappraisal of Stocks Ahead 


The general mood now reflected in the market is increasingly speculative, bringing a 
sizable sell-off that much nearer. Meanwhile, the averages are in supply areas through 
which they can hardly rise either quickly or easily. With business sentiment so cheerful. 
actual trends need all the closer watching. There is no change in our conservative policy. 


By A. T. MILLER 


i market rise has been carried a little 
further over the last fortnight. The end of the first 
trading week of 1950 found the Dow-Jones industrial, 
rail and utility averages at new highs for the swing 
which, with few and minor interruptions, has now run 
since last June. This publication’s broad weekly in- 
dexes of 320 stocks, of 100 high-priced stocks and of 
100 low-priced stocks have also recorded new highs 
for this phase. But the list as a whole—best measured 
by our index of 320 stocks—remains much under its 
1948 recovery top, in contrast with the seemingly 
bullish feat of the Dow industrial average (30 stocks) 
in getting above the 200 level for the first time since 
1946. 

We continue to believe that the market is not going 
to run away on the upside; that most stocks are now 
at levels less attractive for investment buying; and 
that considerably better buying opportunities should 


be either near or, in any event, no great distance 
ahead. So far as the performance itself is concerned, 
the first thing to note is that an appearance of general 
strength in early January has always carried limited 
prophetic significance, if any, since purely seasonal 
market tendencies are more or less at work in this 
period. In the great majority of past years, all of the 
early-January rise has subsequently been cancelled 
by reaction at some time within the first quarter. 


Keeping the Pot Boiling 


The general mood of the market is now increasingly 
speculative. That implies rapidly mounting risk on 
the buying side, at the very time that brokers and 
most advisers are getting bolder and less discriminat- 
ing in their optimism, and less mindful of risk. Low- 
priced stocks are becoming much more popular. As a 
rule, the earnings behind them and the 
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BY 
240 AT RISING PRICES) \\ 


SUPPLY OF STOCKS 
(AS INDICATED BY TRANSACTIONS 
AT DECLINING PRICES) 


dividends on them, if any, are not signifi- 
cantly different from what they were 
three months ago when the market rise 
was still predominantly based on invest- 
ment demand for better-grade stocks. 


280 





— 260 Similarly, railroad stocks are now “in 
ene vogue” for speculators. Until a relatively 
240 few weeks ago, they had been decidedly 
out of vogue, for very good reasons, for 

220 a long time. The railroad outlook has not 


changed. With much of the costly adjust- 
ment to the 40-hour work week for non- 
operating employees completed, and en- 
forced economies instituted, it has been 
apparent for some time that year-to-year 
earnings comparisons for railroads as a 
whole would become moderately more 
favorable under reasonably good general 
business conditions during the first half 
of 1950. This prospect has not become 
clearer in very recent weeks; nor has any 
of the uncertainties, confronting the rail 
industry for the second half and the 
longer-term, been dissipated. What has 
changed is the speculative mood. 
Sensible investors try to see things as 
they really are. Speculators almost in- 
variably look at things either through 
dark glasses or rose-tinted glasses—the 
latter now being the tendency. Sensible 
investors do not “play the market.” They 
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look for demonstrable values 
in individual stocks. Inter- 
ested far more in prices than 
in values, speculators jump 
into any typical stock in a 
group currently showing 
“action.” Common _ stocks 
are about the only thing that 
people react to in this illog- 
ical way. If they want to in- 
vest in a home, they shop 
and they bargain and try to 
whittle the price down. If a 
reputable store advertises " 
standard-quality suits or hy 
shirts at a deep cut price, 
customers will flock in, figur- 
ing on getting uncommonly 
good value for their money. 
3ut not much speculative 
interest in the stock market 
ever develops until after 
prices have been going up 
for some time, so that specu- 
lators buy with mounting 
enthusiasm only when they 
are getting progressively 
less value for their money. 

Perhaps that is human 
nature, and will never be 
changed. The point we wish 
to emphasize is that when 
the market “looks good,” 
and when the consensus of 
opinion is as cockily opti- 
mistic on the outlook for 
business activity and future 
market levels as is so today, 
stocks are rarely a particu- 
larly good buy for either 
medium-term or longer- 
term objectives, and more 
often than not prove to have 
been particularly bad buys, 
whether or not it takes 
weeks or some months to work out that way. 

Behind the appearance of strength in the market, 
there is increasing churning. Selectivity is becoming 
less a search for investment values, more a matter of 
turning to groups or issues which look “behind the 
market” and which might be capable of moving. There 
is more “group rotation.” This last week, for instance, 
sudden, or renewed, interest has been generated in 
such speculative situations as liquors, air lines, rail 
equipments and radio-video stocks. The general public 
does not start these shifts. They have their inception 
at the hands of brokers, floor traders and other pro- 
fessionals, who are trying to outguess the other fel- 
low and make some hay. That is entirely legitimate. 
We merely note it as one of the characteristics of a 
market which has steadily become less investment- 
minded and more speculative-minded. 
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The Question of Yields 


It is true that comparative yield factors remain on 
the supporting side. On the one hand, aggregate cor- 
porate dividends are holding at about peak levels, even 
though they clearly are not subject to a significant 
1950 increase and might well turn downward before 
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the year-end. On the other hand, due to the easy- 
money policy being pushed by the Administration, 
high-grade bond prices have crept up further, reduc- 
ing average yields on corporates of top grade to only 
a shade over 2.5%, and those on long-term Govern- 
ment bonds, of course, to less than that. On a broad 
average, good-grade common stocks still yield well 
over 6° —but for equities most desirable with respect 
to growth potentials or to dividend stability over the 
vears, yields now run generally from 3% or so to not 
much over 5%. 

The high-grade bond market is a Government- 
controlled affair, with very little leeway between the 
ceiling and the floor. When it goes up a little, the con- 
trollers worry and do something or hint something 
calculated to check it—reversing tactics when it goes 
down a little. There is nothing in either the bond 
market trend or the dividend outlook to give dynamic, 
continuing stimulation to the stock market. If com- 
parative yield factors are bullish, this has more sig- 
nificance for investment than for speculation. Yet, as 
noted heretofore, there is now less and less of an in- 
vestment flavor in the market, and more and more 
interest in situations where yields are a distinctly 
secondary consideration, if any. 
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In combing through the list today, conscientious 
investment managers find it much easier to select 
stocks which they would like to sell, or earmark for 
selling at not much higher prices, than to find issues 
in which buying can be recommended with an ade- 
quate aegree of confidence at present prices. There 
are fewe. and fewer values which have real appeal. If 
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selections for purchase have to be made, they increas- 
ingly fall into two types: (1) trend-type stocks which 
generally move with the industrial average—or the 
rail average, in the case of rail stocks—or (2) ‘‘behind- 
the-market” situations. In neither case does invest- 
ment value have much to do with the choice. In the 
first instance, the reasoning is that “if the general 
market goes higher, this stock ought to partici- 
pate.” In the second, it is “if the market goes 
higher, the rotation of demand should in due time 
get around to this stock, which has not done much 
up to now.” Either way, it necessarily amounts to 
trading down, and taking a more speculative atti- 
tude. 

The relationship between market selectivity and 
varying industrial prospects is becoming more ten- 
uous. Where prospects are clearly favorable for the 
presently foreseeable future—for example in the 
automobile and building trades—few of the stocks 
are now performing significantly better than the 
industrial average, if as well. This is because good 
industrial prospects have been so substantially al- 
lowed for in prices of the stocks heretofore, and 
cannot be safely projected more than three to six 
months ahead in any event. Where prospects are 
clouded or sub-average—as is so for air lines, dis- 
tillers and rail equipments, to name but three of a 
number of examples—the stocks have been bought 
recently on the speculative reasoning, or hunch, 
that, even in relation to not-too-good prospects, they 
may have been over-depressed and ought to be 
“good for a play.” 


Group Movements in 1949 


On this page we present a bar chart showing the 
net percentage advance or decline for the year 1949 
as a whole for each of our weekly stock group in- 
dexes. For the combined index the advance was 
11.1°¢; for the index of 100 high-priced stocks it 
was 10.6% ; for the low-priced stock index it was 
12.6. The bunching of results is unusually close. 
If the general rise goes further, the low-priced in- 
dex will tend to pull away from the others on the 
upside. When the uptrend terminates, or a sizable 
reaction comes, the high-priced stock index will 
prove least vulnerable. 

In point of net gain for 1949, the ten best groups 
were, in order: food stores, realty, public utilities, 
dairy products, amusements (motion pictures), 
drugs and toilet articles, finance companies, invest- 
ment trusts, sulphur, and tobacco. 

The ten groups which declined most for the year, 
or advanced least, were, in order: radio-television 
stocks, coal mining, copper and brass, metals (mis- 
cellaneous), rail equipment, steel and iron, rail- 
roads, furniture, agricultural implements and 
petroleum. 

Groups which fared considerably better than 
average, aside from the ten best heretofore cited, 
were air lines, bus lines, chemicals, food brands, 
gold mining, liquor, and meat packing. Groups far- 
ing about in line with the composite index or 
poorer, aside from the ten poorest already listed, 
were automobiles and auto parts, business ma- 
chines, communication, construction, department 
stores, machinery, mail order stocks, paper, ship- 
building, soft drinks, sugar, textiles, tires and rub- 
ber, and variety stores. 

The line-up would have (Please turn to page 415) 


THE MAGAZINE OF WALL STREET 











2 * 2 Ba ee eee 





se 


—_ 
' 


Yr 
i, 
A- 
it 
p= 
b= 





























MU 


mM 























> 





\ 


iE 


Oa 
they 
&& 


¢ Ee Ras 
i bom Fe 


By 
E. A. KRAUSS 


- Sen business is enter- 
ing 1950 with a good deal more 
confidence and with fewer troubles than it had a year 
ago. At that time a downturn was beginning to make 
itself felt and there was naturally considerable anxi- 
ety over its probable depth and duration. Plants were 
curtailing operations as new orders fell off. Unem- 
ployment was rising and a cautious consumer public 
promptly held back on its spending, causing a sharp 
contraction in retail trade. The outlook was not bright. 
The 1949 “inventory recession” was getting under 
way. 

No such worries are in evidence at this time. Busi- 
ness is currently enjoying a healthy rebound after 
the steel-coal strikes. Holiday trade has been brisk. 
Consumer demand remains strong, especially for such 
durable goods as homes and automobiles. The strike- 
created steel shortage will take time to fill. Liquid 
assets in the hands of the public are very large, and 
ready purchasing power will be increased by veter- 
ans’ insurance refunds of $2.8 billion to be paid dur- 
ing the first quarter. Large Government expenditures 
for national defense, foreign aid and public works are 
assured. And above all, business has passed through 
a period of wholesome adjustment with compara- 
tively little loss of income or resources, and without 
serious impairment of confidence. 

These are some of the principal conditions underly- 
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BUSINESS PATTERN 
Shaping Up for 1950 
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ing the general expectation of active business in 1950. 
It is one of the rare occasions when the dominatirg 
facts stand out clearly and when they point to but one 
conclusion: Good business ahead for at least the 
nearer term. Seldom has there been such unanimity 
of opinion on the business prospects for any given 
period. But most of these optimistic predictions are 
carefully limited to the first half of 1950; projections 
beyond that reveal less assurance. While no one antici- 
pates anything like a depression or even a serious re- 
cession, the possibility of a moderate contraction 
later in the year is generally recog- 
nized. 

Essentially, the short range opti- 
mism represents acknowledgement of 
the fact that business currently is 
quite good and that its momentum 
will keep it so until there is a change 
in the basic conditions that govern it. 
And such changes are bound to de- 
velop. Meanwhile there is nothing in 
the shorter range outlook to become 
either depressed or excited about. 
There may be some spottiness in cer- 
tain areas but on the whole rela- 
tively little change. It is along about 
mid-year when we can conceive a 
weakening of important demand seg- 
ments, when certain elements will 
begin to operate in the direction of a slackening of 
the industrial pace and some contraction in the over- 
all economy. 

In spite of this, 1950 promises to be a fairly good 
year. It certainly is making its bow under the best of 
auspices. Industry is humming and present planning 
by the automobile, steel, construction and other 
major industries call for continuation of high pro- 
duction levels in the months ahead. This resurgence 
of productive enterprise is striking. Managements 
are not stepping up output just for the fun of it; 
they see their goods moving promptly into users’ 
hands. In soft goods, too, there has been a marked 
revival. Textile mills are booked to capacity for next 
Spring and higher output of shoes is expected. Vir- 
tually all industries suffering most from last year’s 
readjustment are doing relatively well on a new if 
somewhat lower plateau of stabilized operations. 

We may reasonably expect that the momentum of 
these forces will for some time at least offset or 
minimize the impacts of the weaker elements in 
the outlook picture which include (1) a gradual 
reduction of capital goods expenditures, (2) declin- 
ing exports, (3) lower farm income, and (4) an 
eventual slowing in demand for consumers’ hard 
goods, notably automobiles. These will hardly be 
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completely obscured for any considerable length of 
time, hence the belief that the second half will be 
less easy going. 

By then, the restocking rush following the recent 
strikes will be well over. The stimulating effects 
of the $2.8 billion paid to veterans will be past, and 
automobile and private residential housing demand 
is apt to taper off. If business spending continues 
its downtrend as it likely will, the time for read- 
justments in capital goods industries will be at hand. 
All of which will likely make for a moderate con- 
traction though continued high buying power avail- 
able to consumers, farmers and business will pre- 
vent any serious downturn. 

Importantly perhaps, what happens in the second 
half may depend on developments during the first 
half. Should consumers retain confidence in the out- 
look and decide to spend freely, should business and 
industry consider it worthwhile to step up capital 
expenditures beyond current plans, then a rising 
trend of production and employment would further 
raise buying power and business would probably 
retain sufficient momentum to sustain a high level 
of activity throughout the year. Psychology, in other 
words, could become a decisive element in the out- 
look. While it would be premature and perhaps 
overoptimistic to take for granted that things will 
shape up in this manner, it is nevertheless import- 
ant to watch for clues in coming months. More real- 
istic, in the meantime, are the factors pointing to an 
ultimate contraction and further economic adjust- 
ments. 


How Much Contraction? 


The latter anticipation is predicated on the pros- 
pect that exports may shrink at least 10% and over- 
all building activity by perhaps a similar amount; 
that farm income, despite price supports, will aver- 
age 15% lower and that business spending may be 
off anywhere from 15“ to 20%. 
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What would this all add up to? By and large, once 
the post-strike spurt has abated, further adjustment 
centering on capital goods industries. Physical 
volume of overall production may not change much 
during the process though a moderate decline ap- 
pears probable together with a further drop in em- 
ployment. On the whole, total consumption expendi- 
tures should not recede more than 5% from the high 
1949 level. 

If so, this by no means points to a poor year. 
There is justification for confidence that business 
volume can settle down to a moderately lower plane 
without jeopardizing business soundness and stabil- 
ity. A further downdrift in commodity prices should 
act as a cushion against squeezes and we can look to 
Government spending as a not insignificant offset to 
contractive forces. 


Points to Continued Prosperity 


The general outlook thus is for satisfactory busi- 
ness—an era of continued relative prosperity but in 
which profits will come somewhat harder due to 
greater competition, declining prices and inflexible 
costs. Assuredly there will be no return to boom 
peaks though industrial production during the early 
months of the year may rise further beyond the 
latest recovery point. But neither will there be a 
crushing slump, a real depression. Whatever con- 
traction the year may bring should be moderate, and 
it will be from high levels. 

In 1949, the gross national product of about $259 
billion was less than 2% below the all-time high of 
1948. Even a 5% drop this year would still leave it 
at $247 billion compared with $236 billion in 1947 
and $262 billion in 1948. The national income de- 
clined from $226 billion in 1948 to an estimated $222 
billion last year, likewise a drop of less then 2%. A 
5% decline in 1950 would still leave it substantially 
above $200 billion. 

Business spending will bear close watching, since 
in all probability it will be a determining factor in 
the outlook. Capital expenditures by business have 
been declining since the final quarter of 1948 when 
they reached an annual all-time peak rate of better 
than $21 billion. Estimated outlays for the first quar- 
ter of 1950 are down to $3.8 billion or an annual 
rate of $15.2 billion, a drop of 14°¢ from the first 
quarter of 1949. This would still leave a substan- 
tial annual total, but such a drop cannot be taken 
lightly though it is by no means unexpected. It is in 
this field where intangibles enter. For business 
spending is not only governed by needs but above all 
by confidence or lack of it. 

Thus if 1950 prospects, based on forseeable tan- 
gible factors, appear fairly good, it is the intan- 
gibles regarding which we must be concerned, par- 
ticularly in the field of Government and labor 
policies. Restrictive or punitive legislation, or a boost 
in the corporate income tax as advocated by the 
Administration, could strike a serious blow at busi- 
ness confidence that could upset all predictions. 
Conversely, in the absence of an unexpectedly serious 
setback from this source, or from the ever-present 
possibility of a crisis in international relations, 
business in anticipation of generally favorable 
conditions might feel warranted to forge ahead be- 
yond existing plans. Competition alone, and the need 
to pare costs, will work in this direction. 

Then there is the question of labor’s attitude. 
Management is having (Please turn to page 406) 
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Balance Sheet of Factors At Work 





UNFAVORABLE FACTORS 


POLITICAL UNCERTAINTIES—Recent trends in the attitude of 
Government toward business have injected a good many 
uncertainties that may retard business initiative at a time 
when such initiative is of paramount importance. These have 
to do with anti-trust policies, paternalistic policies, with 
social and economic reforms, with Government intervention 
and competition, with fiscal policies and defict financing— 
all of which may infuse greater caution in business and in 
respect to business expansi 





INTERNATIONAL SITUATION — The East-West struggle con- 
tinues to be a drag on sentiment, and developments abroad 
may at times prove disturbing. 


TAXES—The Administration’s demand for higher taxes, both 
at the corporate and higher-bracket individual level, is re- 
garded as burdensome and essentially deflationary. At the 
corporate level, higher taxes will curtail profits since any new 
levies will be difficult to pass on to the consumer in form of 
higher prices. And any attempt to raise prices were soon 
bound to narrow existing markets. On an individual basis, 
raising income taxes in higher brackets would not only cur- 
tail purchasing power of those affected but make for further 
contraction of available venture capital. 


LABOR DEMANDS — Further demands for either pensions or 
higher wages, or both, are likely in 1950, creating price and 
cost uncertainties for numerous components of industry, and 
potentially at least threatening new inflationary price-wage 
spirals with severe deflationary end-effects, apart from once 
more raising break-even points in a highly competitive 
environment. 


BUSINESS SPENDING—Business outlays for plant and equip- 
ment are now in a downtrend that is bound to affect overall 
economic activity unless reversed. 


EXPORTS—Lower exports must be anticipated in 1950 not 
only because of a cut in ECA appropriations but because of 
European devaluations which tends to raise the price of USA 
goods to foreigners. A partial offset is seen in prospective 
higher imports facilitated by foreign currency devaluations 
and bolstering dollar earnings of foreign countries. But a net 
decline in commercial exports of about 10% must be ex- 
pected. 


FARM INCOME—Weakening farm prices due to surplus farm 
crops, together with latest crop restrictions may lower farm 
income by 15% despite official price supports. Price declines 
clipped farm income $3 billion in 1949, and farmers may lose 
nearly that much in 1950. 


ECONOMIC READJUSTMENT—Further readjustment in indus- 
try must be anticipated, foremost in such currently strong 
props as automobiles and residential building, in order to 
adapt to sales potentials after attainment of supply-demand 
balance. This transition to more normal demand conditions is 
bound to affect a wide range of supplier industries as well 
as employment, making for at least temporary setback in 
overall production. Chiefly affected will be capital goods, in- 
cluding the vital steel industry. 


UNEMPLOYMENT—The number of persons seeking employ- 
ment may average higher during 1950, possibly around 5 
million, not only in view of the prospect of a slight contrac- 
tion of job opportunities but because of constant and substan- 
tial additions to the labor force. While economic impacts will 
be minimized by ployment benefits, repercussions in 
the field of labor strategy and Government policies are po- 
tentially disturbing. The concept of ‘‘full employment’ may 
have to be redefined in the light of new conditions. 





CONSUMER CREDIT—Outstanding consumer debt at the year- 
end high of about $17.5 billion is beginning to be viewed 
as a potential trouble spot, particularly if the uptrend con- 
tinues. While not excessive in relation to national income 
and savings, it is nevertheless held as close to a sound maxi- 
mum under existing conditions. 








FAVORABLE FACTORS 


GOVERNMENT SPENDING — While not constructive in itself, 
particularly if in the form of deficit spending, prospective 
high-level Government expenditures for a variety of pur- 
poses will act as a powerful supporting factor in the economy, 
and as at least partial offset to some of the weakening ele- 
ments enumerated in the opposite column. A $45 billion 
budget in fiscal 1950 and one of $42 billion or more in fiscal 
1951 will mean the continued injection of enormous amounts 
into the nation’s income stream which should go far towards 
counteracting any recessive tendencies that are likely to 
develop during the coming year. 


CONSUMER SPENDING—will, in 1950 as in 1949, constitute 
one of the strong props under the economy. Consumers have 
been able to spend as much as ever, despite somewhat lower 
incomes last year, by reducing their rate of savings from 
current income and drawing on past savings, and by going 
into debt (see consumer credit). Personal incomes are ex- 
pected to remain high in 1950, and liquid resources by indi- 
viduals are large. Moreover, spending will get a fillip in the 
first half as veterans receive $2.8 billion in insurance re- 
funds. Spending in the second half may drop a little, but not 
significantly. Overall consumption expenditures in 1950 
should decline not more than 5%, further aided by farm 
price supports, rigid wages and high employment. 


LIVING COSTS—The cost of living continues in a moderately 
declining trend giving a break to the consumer. No trend 
reversal is anticipated barring revival of inflationary price- 
wage spirals, not currently foreseen. Stabilized living costs 
will make for a better balanced price structure and should 
facilitate further economic readjustment. 


CONSTRUCTION ACTIVITY—The construction industry is ex- 
pected to have another boom year despite a probable taper- 
ing off of residential building in the latter part of the year. 
Public construction will be a substantial offset to any drop 
in the residential or the commercial building field. A good 
construction year, in turn, will go far towards maintaining 
national income and employment. 


AUTOMOBILE DEMAND—Should hold at high level at least 
through the first half year, subject to the usual seasonal 
pattern. A subsequent tapering off is indicated but auto de- 
mand as a whole should remain substantial and another 
Strong prop to high economic activity, though 1950 output 
may possibly decline some 15% below that of 1949. 


INVENTORY SITUATION—Inventories are in far healthier po- 
sition than a year ago and business management is deter- 
mined to keep them so. This should mean fewer upsets, and 
certainly no repetition of last year’s ‘inventory recession.” 
Inventory buying is now largely on a current basis, and short 
range at that. 


FINANCIAL SOUNDNESS—Business finances despite the 1949 
recession are generally sound and free of strain, with the 
accent on liquidity, thus form a healthy basis for continued 
high level economy. Capital needs for expansion and work- 
ing funds are declining, and cautious policies are character- 
istic. 


MONEY SUPPLY — With little reduction in the public and 
private debt anticipated, the money supply will remain huge 
and continue to act as an ec ic sti t of the first order. 
Continued easy money policy should facilitate further expan- 
sion and active business. 





SOFT GOODS—Economic adjustment in this area is largely 
completed and many soft goods lines are ready for a renewed 
upturn which conceivably might act as a cushion against con- 
tracting tendencies in capital goods industries. Possible re- 
peal or easing of excise taxes should help in this direction. 








JANUARY 


14, 1950 


367 











* 


Which Industries 





Offer Best Prospects for 1950? 
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. — recession and incisive 
postwar adjustments, 1949 was a 
year of considerable prosperity. 
Though the boom, and with it infla- 
tion, has ebbed, production and em- 
ployment, national income and con- 
sumption, business and Government spending all held 
at high peacetime levels, and output in quite a few 
industries has been at or near postwar peaks. 

Thus, 1950 is off to an auspicious start. Close to 
sixty million people are working at wages and sal- 
aries exceeding 1948 by more than $1 billion. Price 
rises are generally in check. The purchasing power 
of the masses—with personal incomes expected to 
equal last year’s —is at a level that continues to 
promise high living standards and general well-being. 

In spite of this generally pleasing picture, there is 
no lack of caution signals. 1949 marked the virtual 
completion of the transition from postwar inflation, 
shortages and sellers’ markets to amore normal situa- 
tion in which wants could be met almost fully and 
buyers held the upper hand. But economic adjustment 
still has to run full course. In a number of major 
fields, 1950 will for the first time stress the return 
to supply-demand balance and with it the need to ad- 
just production to current requirements. Elsewhere 
the new plateau of operations established in past 
months of adjustment remains to be tested. There 
has been overproduction in some lines, and competi- 
tive conditions have returned to virtually all, with 
very few exceptions, affecting sales volume and 
profit margins. 

Essentially, the postwar economy, notwithstanding 
the current production spurt largely due to a post- 
strike catching up, remains in a state of flux indica- 
tive of its continued transition to a new operating 
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environment. Following reconver- 
sion and postwar boom, we find our- 
selves in the midst of 4 third postwar 
phase — a testing period that will 
show whether a continued high level 
of demand can be generated from 
current needs and incomes to maintain full employ- 
ment and avoid the recurrence of sharp cyclical fluc- 
tuations. The doubts which have cropped up in this 
respect are far from fully resolved, but our experience 
in 1949 augurs well for a successful outcome, pro- 
vided that wise and constructive policies prevail 
among Government, labor and business. 

Needless to say, the test yet to come will affect the 
outlook of all industries, though in varying degree. 
Some have already completed their readjustment and 
seem in a position to forge ahead on a new basis. 
Others still face the impact of contracting demand 
and growing competition. 1950 therefore will not be 
entirely smooth going, and we are apt to have a re- 
currence of the economic tremors which characterized 
1949. At best the year ahead is likely to present a 
shifting mixture of prosperity and readjustment, 
different than last year but with the overall effect 
likely pretty much the same. Last year’s absence of 
a bust after the superboom, contrary to many dire 
predictions, strengthens the belief that stability can 
be achieved without a serious setback. 

Because of the prospect of divergent trends and 
varying problems, it is advisable at this juncture to 
take another look at what’s ahead for our leading in- 
dustries. It stands to reason that the summary views 
expressed in the foregoing are necessarily subject to 
qualifications to meet specific industry situations, 
and this will be brought out in our more detailed ap- 
praisals. These are offered in two parts—Part I to 
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follow immediately below, while Part II will be pre- 
sented in our next issue. 


STEEL: Despite recessionary trends earlier in the year 
and a major strike in the fourth quarter, 1949 was a 
good year for the steel industry with total produc- 
tion around 77 million net tons of raw steel. Had there 
been no strike, output would have been substantially 
higher and come close to the 88.6 million tons pro- 
duced in 1948. Yet 1949 topped any prewar year by a 
wide margin and output was the third largest for 
peacetime uses. 4 

What about 1950? High level operations, between 
85% and 95% of capacity, should continue at least 
through March and possibly through April. Beyond 
that, estimates become somewhat vague. The con- 
census appears to be that output levels should be 
high, though perhaps below current near-peaks, up 
to mid-year, based primarily on the prospect of well- 
sustained automobile industry demand which un- 
doubtedly is the key to steel’s prosperity. Other de- 
mand-supporting factors are seen in large public 
works plans, continued heavy buying for utility ex- 
pansion, new road building programs which will re- 
quire bars and structural materials, and a high level 
of construction activity. 


Current High Demand May Be Deceptive 


It is admitted that current demand, high because 
of strike-caused accumulations of orders, may be de- 
ceptive. Production now is running well about 90% 
of industry capacity, or at an annual rate of more 
than 90 million ingot tons, but there is little doubt 
that current consumption is somewhat lower. How 
much lower is difficult to determine but there is cer- 
tainly some inventory building after their depletion 
last fall when the strike cut off supplies. 

There is also the coal situation. Curtailment of 
mining under the Lewis-dictated three-day week has 
already slowed some industries and it could cut steel 
output, more particularly of the smaller companies, 
before long. This generally uncertain situation in 
coal is favoring the building of steel stockpiles in 
advance of manufacturing schedules, as in automo- 
tive and parts industries, and undoubtedly contrib- 
utes to current high demand. If the coal situation is 
settled, any then existing excess inventories will be 
worked off before placement of new orders, and this 
might cause the operating rate to drop. If things get 
worse, of course, steel output might be forced down 
temporarily for lack of coal. 

Barring such curtailment, the first quarter oper- 
ating rate may well average close to 95% of capacity 
though it may drop to between 80% and 85% in the 
second quarter and thereafter decline gradually down 
to perhaps 70%. For 1950 as a whole, operations thus 
might average out at about 80%, rather close to the 
1949 average. The validity of this projection is how- 
ever largely governed by the prosperity of the auto- 
mobile industry; should output there fall off notably 
during the second half, a lower steel operating aver- 
age would be a foregone conclusion. To that extent, 
then, the outlook beyond mid-year defies accurate 
prediction. 

It deserves consideration also that anticipated high 
first quarter operations will be partly at the expense 
of last year’s strike-ridden fourth quarter during 
which some 10 million tons of steel output was lost. 
Were it not for that, 1950 anticipations would neces- 
sarily have to be somewhat more conservative. 
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On the profit side, 1950 earnings may compare 
fairly favorably with those of 1949 which because of 
fourth quarter strike losses may be well below 1948 
levels for the industry as a whole. Aggregate net in- 
come of twenty leading steel companies for the first 
nine months was about $419 million and, except for 
the strike, could have approached the corresponding 
1948 level of $580 million. But by any other compari- 
son, 1949 profits should nevertheless be excellent and 
should remain quite substantial in 1950 while the 
operating rate remains high. First quarter net profits 
may set a new quarterly record. 

One reason, apart from prospective demand condi- 
tions, is the favorable price structure following re- 
cent price increases though there is some doubt 
whether these can be fully maintained later in the 
year after the return of highly competitive conditions. 
Costs will be higher for labor, freight and coal, as 
well as some other materials; and to maintain recent 
profit margins, high production levels will be needed 
even at the higher product prices. , 

Exports on the other hand have diminished and 
export prices have been cut as a stimulant, but the 
prospects of boosting shipments abroad appear not 
very promising primarily because of dollar shortages. 
Rather, there may be a mounting influx of foreign 
steel but tonnages should remain moderate and hardly 
constitute anything like a threat in view of steel needs 
abroad. 

On the whole, latest price adjustments should be 
reflected in a better and more stable profit showing. 
And though operations may drop in the months to 
come, there is reason to believe that earnings will be 
on a firmer basis with each product carrying its own 
weight. This is likely an important factor in the 
profit outlook. 


AUTOMOBILE INDUSTRY: Last year’s automobile pro- 
duction at some 6.2 million passenger cars and trucks 
set an all-time record for the industry and this will be 
translated into excellent earnings for most com- 
panies. Continued large profits are looked for in 1950 
although some downtrend in sales and earnings is 
expected not only since supply is catching up with 
demand but because a greater percentage of produc- 
tion will be turned over to lower priced models. 

Losses will predominate among truck and bus spe- 
cialists in 1949 in line with reduced demand and com- 
petitive pressure on the price structure. Some recov- 
ery is expected in 1950 but results for the most part 
are likely to continue unimpressive. 

As to passenger cars, 1950 promises to become the 
second best year in history, but also perhaps one of 
the most competitive, particularly should sales fall 
off somewhat more than expected. If so, independent 
manufacturers will feel the squeeze more than the 
“Big Three.” According to current and somewhat 
optimistic industry anticipations, car makers should 
produce and sell as many units in the first half of 
1950 as were sold in the like period of 1949 though 
dollar income should be somewhat lower. As to the 
second half, the outlook is less clear. 


Production Started At Record Pace 


Production of 1950 models already has been started 
at a record pace by a majority of the companies, a 
move that has given rise to expectation that some 
three million passenger cars might be built in the 
first six months. While many reasons can be advanced 
to explain the production push, it is agreed that 1950 
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will be the first time that a combined sales and im- 
mediate delivery effort will make the difference be- 
tween a successful and an unsuccessful year. 


The sellers’ market faded into history during the 
latter part of 1949 and this fact is fully recognized. 
But the industry plans to spend millions to build sales 
to a level equal to the expanded production capacity. 
Its measure of success will be of decisive importance 
to the economy as a whole. 


Back of industry optimism is the belief that the 
demand created by lack of production during the war 
has not yet been fully satisfied, that the basic market 
is importantly greater than it was before the war, 
perhaps by as much as 25%. Replacement demand 
undoubtedly is high, as reflected by the trend toward 
new vehicle buying rather than old car recondition- 
ing which has resulted in a sizeable drop of replace- 
ment part sales. But a big sales battle nevertheless 
is ahead. Perhaps the only gloomy spot in the pic- 
ture concerns the industry’s export business which 
has declined steadily last year; no upturn appears 
likely for many months, but given a good domestic 
market, this is not too important. Exports in 1949 
took only 280,000 units, less than 5° of total output. 
In normal times 10% of production goes abroad. 


Indicative of the size of the auto market is the 
fact that at the year’s end, some 43.9 million motor 
vehicles were registered in the United States, in- 
cluding 35.7 million passenger cars. This is an in- 
crease of nearly three million over a year ago, and 
nine million over 1941. Hence the expectation that 
car output will remain higher than prewar for many 
months to come. 


Sustaining Factors 


Sustaining factors will be the above average age 
of cars on the road, their increased number and 
greater usage. Also, the population has and still is 
increasing rapidly and a larger proportion is in 
higher income brackets. Finally various improve- 
ments, particularly new automatic transmissions, and 
price reductions will tend to stimulate buying. But 
more cars will be sold on instalments, fewer for 
cash. 


It should be noted that in the competitive market 
ahead, the “Big Three” are expected to account for 
a larger proportion of total production than in the 
recent past. Given a complete freedom of choice, the 
pre-war favorites will likely again be chosen by most 
car buyers, and the trend to lower priced cars, where 
the big companies are dominant, is extending. Also 
because of the economies inherent in huge output, 
the large producers will be better able to make price 
cuts when competition dictates, and their dealer or- 
ganizations are larger and stronger. But while the 
expected downtrend in sales and earnings will be 
more pronounced for the independents, the better 
situated units, such as Studebaker, should still make 
favorable showings. 


Detroit in planning ahead is certainly not “singing 
the blues” but its optimism is tempered by the ad- 
mission of many unpredictable factors which make 
longer range forecasts difficult. Much will depend 
not just on demand for cars which remains basically 
strong, but on consumer ability to buy, and the latter 
will be importantly determined by the general eco- 
nomic environment. Revival of recessionary trends 
are bound to affect sales potentials quickly; main- 
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tenance of a high level economy should assure an- 
other good year both as to sales and profits. 

One favorable factor in the nearer term outlook is 
the whittling down of dealers’ inventories because 
of production cutbacks forced by the steel and coal 
strikes. But that the industry recognizes the pros- 
pect of much keener competition is evident from re- 
cent price reductions particularly in the medium and 
higher price car field. Few think that car price will 
go up, despite the boost in the cost of steel. This is 
one reason why profit margins will narrow. But by 
and large, earnings in 1950 should remain quite 
satisfactory. 


BUILDING CONSTRUCTION: Advancing beyond 
expectations in terms of building starts and 
dollar volume, the construction industry last year 
confounded most of the prophets, exhibiting par- 
ticular strength in the residential building field. 
Home construction started slowly, and the mortgage 
financing outlook was cloudy. But after three months 
of average volume, activity began to soar and never 
really stopped. More than a million units were put 
under way in the 12 month period, and total volume 
of all types of construction in 1949 is estimated at 
close to $19 billion, truly a banner year. 

1950 may come close to it, according to prelimin- 
ary indications. Winter construction of new homes 
is moving along at a record clip. While for the year 
as a whole, residential building may recede some- 
what, public works are expected to take up what- 
ever slack develops in that quarter, and predictions 
of new building volume close to $18 billion are gen- 
eral. Including modernization as well as new con- 
struction, another $25 billion year is foreseen, the 
same as last year. 

This should include some 900,000 new dwelling 
units, with a steadily increasing percentage of these 
in the price bracket below $10,000. The market for 
higher bracket homes seems pretty well saturated. 
Ample credit appears to be available for financing 
most types of construction programs, but the cost 
of building materials is likely to remain relatively 
stable with possibly a moderate downward tendency. 
No violent fluctuations are anticipated in either 
direction. Lower building costs, however, would cer- 
tainly make sales easier and they may eventuate 
whenever activity should show signs of ebbing, not 
so much in the form of lower materials prices but in 
reduced builders profit margins which have been high. 


Current Expectations 


Commercial building is expected to show an in- 
crease this year, as space is at a premium and build- 
ers are more reconciled to prevailing costs. Indus- 
trial building is due to drop again, perhaps as much 
as 25% for the year, since postwar plant expansion 
is largely completed. On the other hand, Govern- 
ment sources anticipate an 18% increase in public 
works with an estimated $6.1 billion of projects to 
be carried out under that heading. Largest increases 
are looked for in hospitals and institutional build- 
ing (28%), conservation and developments (20% ) 
sewers and water works (16%), and highway con- 
struction (15%). 

The building industry, together with the booming 
auto industry one of the main props of the economy, 
last year turned what might have been a serious post 
war depression into a relatively mild recession from 
which there was quick (Please turn to page 410) 


THE MAGAZINE OF 


WALL STREET 
































PETROLEUM PRODUCTION & IMPORTS 
2,400 


2,200 IN MILLIONS OF BARRELS 
2,000 
1,800 
1,400 
1,400 
1,200 
1,000 


800 


400 


“IMPORTS EXPORTS 


194] 1947 1948 1949 





MACHINE TOOL SHIPMENTS 


120 


100 


80 


60 


4O 


20 


9942 | ‘43 | ‘4S "46 ‘47 | 1948 


AVERAGE MONTHLY SHIPMENTS 


Itt FUULLIONS OF DOLLARS 





1949 








OUTPUT OF NON-FERROUS METALS 





OUTPUT OF PASSENGER CARS & TRUCKS 















































ANNUAL STEEL PRODUCTION 








IN MILLIONS OF NET TONS 





60,000 


40,000 


20,000 























29,000 


20,000 


16,000 


$2,000 


8,000 


4,000 


IN PHLLIONS OF DOLLARS 


6,000 
4 
1,200 TRUCKS PASSENGER CARS an 
5,000 < 
\ IN MILLIONS / Z 
1,000 \ ! / 
J / 
4,000 \ / 2 
800 
Vy 4 
3,000 
600 : l 
! 
400 aii \ l 
ALUMINUM \ J 
200 1,000 
IN THOUSANDS OF SHORT TONS 
r¢) f°) 
1940 }1941 J1942 | 1943 [1944 [1945 |1946 | 1947 }1948 11949 vee | Powe | eee eee | eee 
CONSTRUCTION ACTIVITY | 











JANUARY 14, 1950 


371 





a ~ ee 


- 


| “a> 2D i r 
Happening inh ay 


=: 
Shh ea 3 


© NEW BUDGETARY TACTICS 


By E. K. T. 
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FEDERAL aid for education, in the operational sense, is 
believed to have lost ground rather than to have 
gained support during the congressional recess, There 
is a discernible switch toward a different type of aid 





WASHINGTON SEES: 


The legislative budget which congress intends to 
substitute this year for piecemeal appropriating 
isn’t a complete cure for the ills of departmental 
fiscal control and may prove disappointing to many 
who have been led by the mk enthusiasm 
voiced here to believe it is a panacea. 


An omnibus appropriation bill—for that is what 
it really is—has the advantage of presenting an 
over-all figure on the planned federal expenditures 
for the year. It will bring agency budgets into closer 
relationship to one another, serve as a reminder 
that there is only a certain amount of money avail- 
able and a too-generous hand with one depart- 
ment must mean dangerous skimping, or later de- 
ficiency appropriations, for others. 


Whether grouping all planned expenditures into 
a single bill will serve as an invitation to log-rolling 
is one of the fears expressed on Capitol Hill. It could 
be that there will be greater disposition to make 
“trades” when the subject matter is in immediate 
view, than there was in the days when parties to 
such a trade performed their promises many months 
apart—a vote for X appropriation in March, in 
return for a vote for Y appropriation in June, for 
example. 


Another possible objection arises from the fact 
that the Presidential veto power over appropria- 
tions bills becomes a virtual nullity. It would be 
unthinkable that he would toss out the entire finan- 
cial chart for the agencies with a stroke of the pen, 
yet he could not exercise an item veto. And that, 
naturally, is an invitation to legislative “riders” 
which couldn’t get by in a single measure, will slip 
through in an omnibus bill. 
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bill, emphasizing grants for construction but having 
no part of teachers salaries or other matters which 
border the area of administration. State and munici- 
pal officials prefer the new approach, says the Amer- 
ican Municipal Association. Such a bill would give 
nothing to parochial schools, but the spectre of a de- 
gree of outside control accompanying outside money 
has cooled the interest of church groups anyway. And 
if the federal government assumes a large share of 
costs of building public schools, the parochial groups 
will be spared “double school taxation.” 

EFFORT will be made in the new session of congress to 
re-locate the boundaries of federal and state taxing. 
A national committee to study the subject has been 
proposed by the Conference of Governors, and the 
Administration is expected to give the project its 
blessing. The White House has been indifferent on the 
point in the past, but a bi-partisan group of senators 
has served notice they will act legislatively if the 
President doesn’t. The states, it is believed, would be 
willing for the most part to forego federal grants-in- 
aid (except for catastrophe relief) in return for ex- 
clusive right to tax alcoholic beverages. 

PRODUCT of World War 2 which has both military and 
industrial significance is the tentative agreements 
among the Allied countries for standardization of 
arms. The United States, Britain and Canada have 
entered into an understanding on the point and a few 
other nations will be invited to participate. Inter- 
changeable equipment will increase the combined 
military strength. Likewise it will make it possible 
for the industries of one nation to fill the armament 
orders from other countries without expensive re- 
tooling of plants. Complementary to such a program 
is eventual agreement on sharing atomic bomb and 
energy secrets. 

APPARENT conversion of Leon Keyserling and John D. 
Clark of the Council of Economic Advisers to a line 
of business thought more closely approximating the 
views of retired Chairman Edwin G. Nourse (who 
probably would have given the latest CEA report his 
full support) , took Capitol Hill by surprise. The coun- 
try’s economic health, the board members reasoned, 
can be promoted by cooperation between government 
and private enterprise, quite a change from former 
emphasis on controls. 
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Business and industry have a tremendous stake in 
the new session of congress. Civil rights legislation, 
oleo tax repeal and a multitude of other subjects on those 
levels will capture the news columns but behind the 
Scenes tax and spending bills will be churning and with 
an election in the offing neither party will care much 
about distributing the costs of government in a manner 
that might be reflected too sharply in the voting 
precincts. Talk already is to the effect that the big 
taxpayers -- that means business and industry -- will have 
to be saddled "just a little more." 


























It is reasonably safe to say now that a sweeping 
repeal of wartime-imposed excise taxes will take place. 
President Truman has called off the opposition and the 
race now seems to be one to decide which party can claim the 
credit. Commerce and Treasury Departments will be in the 
van, but the republicans actually have given more than lip 
service: they have circulated a "discharge petition" to force the repeal bill out 

of committee and onto the floor for a vote. If the democrat-controlled house ways 

and means committee and the senate finance committee don't show speed, the necessary 
218 signatures will be obtained before the end of January and the legislation will 
wear a republican label. 
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relatively minor matters will be the expansion of Social Security Act coverage to 
11 million additional workers. That will add 195 million dollars to management's 
payroll in 1950 and thereafter, represented in an increase from one to one and 
one-half percent payroll tax. Employees will make a similar contribution (they, 

of course, will be the only ones drawing the benefits), and their take-home pay will 
be correspondingly cut. However, the boost in any single instance will be only 

$15 a year and that can hardly be fashioned into an argument for pay increases. 


























The house passed the legislation last October. Coupled with the broadened 
coverage is a new table of benefit payments, with increases ranging from 50 to 150 
per cent, and raising the average monthly payment from $26 to $44 a month. 
Employers will not interpose serious objection to senate action. It's considered 
a step in the direction of answering the complaint that non-contributory pension 


Systems are essential if government is to continue the past low payments. 























Congress seems headed toward a showdown also on financial aid to war 
veterans and the fight will be a knock-down, drag-out battle. Again, the spectre of 
the November elections will hover over committee action and floor debate, but 
there has been growing sentiment in some veterans organizations that a halt should 
be called, the entire subject re-examined, and the benefits directed to those for 
whom they are basically intended, namely, the men and women whose physical or 
financial problems are directly attributable to their military service. If that 
feeling continues to spread, the less timid congressmen may take courage. 
































It is not expected that the Rankin general pension bill will make 
substantial progress. If unemployment were sharply increasing and the business 
outlook dimmer, anything could happen. But current conditions don't make a general 
pension imperative, and it faces defeat. The Hoover Commission report is replete 
with suggestions for efficiency and economy in the handling of veterans affairs and 
the way is pointed for better service to the former servicemen, at lower cost. The 
proposal that hospitals be taken out of Veterans Administration control and handled 
by a separate government corporation is appealing. It envisions a saving of 70 
million dollars a year. One large item of cost, GI schooling, has about run its 
course, will just about be eliminated in the new budgets. 
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On the other hand, a planned economy in the Department of Defense, that 


of tightening regulations governing free or below-cost medical and hospital services 
for families of men in the army and air force, has died aborning. Some of the 

more apparent abuses will be corrected and there may be an upping of rates for home 
and institutional care. Defense Secretary Louis Johnson has been convinced the 
recent increase in pay for the armed service personnel wasn't sufficient to cover 
the bills for doctors and hospitals and is apprehensive that any change now would 


be adversely reflected in enlistments and morale. So, out it goes. 

















Labor union economists are pooling their data and thinking to present a 
united front on the cost-of-living issues and the related subject of wage 
increases. If the steel price boost sticks, it will be used to show that costs of 
metal produced used in the home will increase. The great harvest this year will 
mean lower food prices, the unioneers predict, but if farm legislation has the 
effect of increasing taxation, an escape from that admission will be found. 























Wage increases during 1949 were neither numerous nor large in dollar 
volume. But pension plans and other benefit programs added to the costs of 
operation. Here, again, the union economists are getting ready to point out that 
some of these plans were contributory, not supported entirely by management and, 
they say, a reduction in take home pay actually resulted. Putting aside expected 
wage boosts for the moment, the greatest increase in 1950 purchasing power now in 
view will come from the $2.8 billion dollars in dividend payments on GI insurance. 


The checks will begin moving in the next month or two. 




















Continuation of the rent control program for another year is in prospect. 
President Truman has come out flatly for this regulation. Many landlords either 
through necessity or for lack of foresight have substantially raised rentals in 
areas where the restrictions were lifted, and congressmen are being flooded with 
demands for reinstatement. The test will come on an appropriation bill to maintain 
the enforcement division at its present strength, or enlarge it. If the money is 
not forthcoming, additional de-controls must be made regardless of whether the 









































The powerful Machinists Union, privately admitting that the drive for 
repeal of the Taft-Hartley Act is a lost cause, will go through the motions of a 
campaign. The idea is to build up a record, to be used to gain other objectives -- 
wage increases for example. The machinists point out their total pay gain in 1949 
was 78.5 million dollars, against 168 million dollars in 1948. And they charge, 
on the basis of these figures, that the T-H law cost them about 90 million dollars. 






































Washington newSpapermen are bristling at the suggestion of the house lobby 
investigating committee that they turn "junior G-Men" to inform on representatives 
of special interests who have not complied with the Registration Act. It all seemed 
innocent enough to Rep. Frank Buchanan, committee chairman, but the newsmen consider 
that the committee is making light of their respect for confidences. In operation, 

a reporter who asks for information about a legislative project sponsored by any 
group would be expected to "turn in" his interviewee if he discovers that his source 
hasn't registered as a lobbyist. They're having no part of it. 









































The Republican National Committee has made its answer to Harold Stassen and 
others who have suggested that the old timers move over and make room for young 
blood to take over or at least share responsibility. And the answer was appoint- 
ment of a 15-member policy committee composed largely of the wheelhorses who were 
running the show during the repeated reverses of the past two decades. While 
rejecting the proffer of advice from one Presidential possibility, Stassen, 
the committee disposed of another, Dewey, by appointing only five from his 
organization, 10 anti-Dewey people. 
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U. S. Population Changes, by States, Since 1940 





























19 Million Population 


Increase Since 


By JOHN D. C. WELDON 


| population trends are dealing a 
devastating blow to the concept of economic ma- 
turity that flourished so widely in the late Thirties, 
frequently serving as justification for ever greater 
pump priming on the theory that only in this man- 
ner can our standard of living be maintained at a 
high level. Adherents of this theory pointed not 
only to the passing of the American frontier and 
the failure of great new industries to arise, but 
particularly to the slowing of the rate of population 
growth as a portent of economic maturity and 
stagnation. 

True, there were few new industries appearing 
on the scene, certainly none significant enough to 
provide the economic stimulus such as the automo- 
bile industry did in the Twenties. In the meantime 
television has grown into a billion dollar industry in 
the span of a few years and commercial develop- 
ment of atomic energy appears just around the 
corner, quite apart from tremendous technological 
progress in other fields. But even without all this, 
the rapid growth of our population during the last 
decade will serve as a stout pillar of economic ex- 
pansion in the years ahead. 

The 1950 Census is expected to show that the pop- 
ulation of the United States increased by some 19 
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million between 1940 and 1950 
and has reached a total of about 
152 million. Growth, in fact, has 
been so fast that all previous 
estimates and projections have 
become obsolete. Whereas back 
in 1937 it was thought that the 
population might reach 140 mil- 
lion by 1950, that figure was al- 
ready exceeded in 1946. In view 
of this, few today doubt that 
the approach of a static economy has been pushed 
far into the future, superseded by broad new vistas 
for American enterprise. If we ever reach the end 
of our economic growth, the time will be many 
decades away. 

If this were not so, postwar business expansion 
would make no sense. And let’s remind that business 
planning generally is based on hard facts or well 
founded expectations rather than on optimistic gen- 
eralizations or temporary expedients. As it is, our 
growing population in the years ahead will provide 
that dynamic push towards economic expansion gen- 
erally associated with new growth industries, and it 
goes without saying that the significance of this 
to businessmen and Government can hardly be over- 
estimated. Business, labor and Government think- 
ing and planning must be modified in essential re- 
spects in the light of the unexpected spurt in 
population. 

The latter has proved the fallacy of former teach- 
ings that population growth is tapering off inexor- 
ably, that we are closer to a stationary state. Actu- 
ally the 19 million gain indicated for the 1940-50 
decade is more than double the gain of less than 
nine million for the preceding decade. It means that 
the population has been increasing at the rate of 
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almost 15% compared with 7% the decade before. 
And the 19 million addition is equivalent to almost 
half the population of England prior to World War 
I and about 114 times that of Canada. 

Above all, it means a market of more than 150 
million customers compared with only 131 million 
in 1939 and 123 million in 1930. On top of that, it is 
now evident that the population will rise to fully 
160 million by 1955 or earlier whereas ten years 
ago, such a figure was not anticipated until 1970 or 
later. And by 1975, the total may be as high as 188 
million. 

It stands to reason that population trends as now 
foreseen will play a large part in determining our 
future needs and resources, and therefore the future 
structure of business and the economy, the structure 
and size of domestic markets, the types and number 
of consumer units which are important in measur- 
ing basic requirements for food, clothing, shelter, 
and other goods and services. The same trends more- 
over will influence the size of our labor force, the 
development of our towns and cities, our means of 
transportation and our educational and health facili- 
ties. In short, their impact is all-embracing. 


Of Vital Significance to Business 


Little wonder that business is immensely inter- 
ested. To businessmen the population boom is of 
vital significance in planning for the coming decades 
as well as the immediate future. For frequently, 
to meet the requirements of broader markets years 
hence calls for practical planning well in advance. 

The rate of population gain reached its lowest 
during the early 1930s when the depression, then at 
its greatest depth, reduced marriages far below 
normal. From 1934 on, in view of the large ‘“mar- 
riage backlog” then existing, the marriage rate rose 
steadily except in 1938 when there were fears of a 
recurrence of depression conditions. The war sub- 
sequently was responsible for incisive changes, giv- 
ing a sharp impetus not only to the marriage rate 
but to the reproduction rate which rose markedly 
between 1940 and 1943 only to fall off in 1944-45 
when a large percentage of the male population saw 
overseas service. But the end of the war witnessed 
another rise in the birth rate and in 1946, the repro- 
duction rate was almost 20% higher than in 1945. 
It continued high in 1947 but thereafter began to 
taper off. 

We cite these brief facts because they hold impor- 
tant connotations. They show, first of all, that the 
slowing down of population growth in the 1930s was 
not a trend, as was then feared, but largely abnor- 
mal. They show that the prosperity of the 1940s, 
buttressed by greater social security, has once more 
stimulated rapid growth. War, it should be noted, 
depresses rather than stimulates population growth; 
thus it would be erroneous to assume that what hap- 
pened during the past ten years can be explained 
by our participation in the war. In addition, the 
great advances in medical science are lengthening 
the life span at an accelerating rate and so con- 
tribute importantly to the upturn in the popula- 
tion trend. 


More Moderate Rate of Gain Henceforth 
It may well be that the population will rise at a 


moderately lower rate for a few years now; in fact 
this seems indicated. But in the 1960s, the secondary 
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effects of the larger number of birth of the 1940s 
are bound to be felt in the shape of a new popula- 
tion spurt. Hence there is every reason to believe 
that the stimulus of an accelerated uptrend will con- 
tinue to be felt by the American economy for years 
to come. It opens bright vistas for future industrial 
and economic growth. 

It should also do away with the fear of a return 
to the low level of demand of the 1930s. After all, 
there are 25 million more mouths to feed today 
than in the depression years, and 25 million more 
people to clothe and to house. Clearly, the demand 
for farm products cannot fall to the extent that was 
possible when the population was so much smaller. 
Obviously also, the need for housing will continue 
substantial and general demand for every type of 
consumer goods will remain far above former levels 
even under average conditions. Our larger popula- 
tion, in short, will need more of everything than 
was thought necessary some years ago. This formed 
the true and practical basis for our postwar business 
expansion; the broader demand should largely ab- 
sorb the output of our added productive capacity 
and, as we go along, necessitate further expansion. 

The changed age distribution, as well as the 
higher population total, must also be taken into 
consideration. While the total in the last decade 
rose almost 15%, the number of children under five 
years of age has increased around 50%, and that of 
people over 65 years more than 25%. The fastest 
rates of increase are thus to be found at the two 
ends of the age scale, reflecting the boom in births 
and the lengthened average life span. 


Some Basic Implications 


The sharp rise in the number of children means 
a greatly increased need for schools and other facili- 
ties catering to children. It also means that the 
trend towards smaller dwelling units may be re- 
versed as the larger families grow up. By the same 
token, the more rapid increase in the number of 
aged persons will swell the demand of things usu- 
ally required by this age group, both as to character 
and style. More importantly, it will put new and 
greater force behind the demand for pensions and 
other old age benefits, thus has distinct political and 
fiscal connotations. 

The slowest rise is taking place in the male popu- 
lation of working age, the chief producing segment 
of population, a highly important fact. As a result, 
pressure to increase worker productivity should 
mount if living standards are to be maintained and 
increased. It means in effect that a declining per- 
centage of the population has to support the rising 
number of aging people. This raises serious ques- 
tions about the feasibility of a further shortening 
of work hours as agitated for by many labor unions. 
It may well mean that under these conditions, high 
level employment may be easier to maintain than 
many now pessimistically allow for. This because 
in time, the annual labor addition to the labor force 
may be offset in increasing degree by withdrawals. 

While our population has increased markedly, 
there have also been incisive shifts. Broadly we 
know that whereas the total between 1940-50 jumped 
some 19 million, the number of people at work rose 
about 13 million. Farm population decreased nearly 
three million while city population rose over ten 
million. The trek from farm to city has obvious 
significance. 
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Today fewer people live on farms than at any 
time in nearly 70 years. At the present low, our 
farm population of 27.7 million shows a decrease 
of 13.4% since 1910 whereas the number of persons 
in non-farm areas has increased 99.8%. But though 
the farm population is down, the farmers’ political 
influence is as high as ever and even tending to rise. 

Then there were notable geographical shifts. Pro- 
visional 1949 population figures support the obser- 
vation that the West Coast states have been gain- 
ing rapidly at the expense of the rest of the country. 
A good statistical guess is that California, Oregon 
and Nevada have increased their populations by 
over 50% (see accompanying map) since 1940. Such 
states as Arizona, Florida and Washington gained 
between 25% and 49%. As a result, California may 
turn out to be the nation’s second biggest state, 
displacing Pennsylvania. 


Migration of Population 


As interesting as the rise in population is the 
tremendous amount of migration from one state to 
another that occurred both during and after the 
war. One guess puts as high as 13 million the num- 
ber of those who changed home states since 1940. 
Regionally speaking, most of the shifting has been a 
movement out of mid-western states and the South 
into western and, to a lesser extent, eastern indus- 
trial areas. Significantly, in the Deep South, where 
there has been virtually no population change since 
out-migration has counteracted the increased birth 
rate, there are two states which have gained at 
about the level of the national average. These are 
Tennessee and Louisiana, the most industrialized 
states of this area. 

All of which points up one thing: While the U. S. 
industrial giant is bound to keep growing, it will 
be in different places. The bulk of new industry is 
sprouting in the South and West, and in small cities. 
Naturally business of all kinds, but particularly 
the distributive field, are evincing an unprecedented 
interest in localities in which population, and in- 
cidentally markets, will grow most in the years 
to come. Growth will be general but uneven. It was 
recently officially predicted that all major geographi- 
cal areas, with the possible exception of the West 
North Central region, will be more heavily popu- 
lated in 1975 than they are now. By that time, a 
total population of 188.5 million is envisaged, a gain 
of 26.4% over the current year. Moreover, says the 
forecast, the present rapid rate of population in- 
crease on the West Coast will continue during the 
next fifteen years. 


Bigger Markets for Everything 


We have already shown that a breakdown of the 
population trend indicates a sharp rise in the very 
young and very old, and a decline in the late teen- 
age group. This in itself points up the fields likely 
to enjoy expanded markets. But from a broader 
standpoint, the population growth is cheerful news 
to many businesses besides the manufacturers of 
baby foods and carriages, toys and diapers, or those 
catering to the needs of the aged. 

A bigger population automatically will mean big- 
ger markets for all kinds of goods, and a broader 
market for housing. Construction has been going 
strong to meet the needs for homes for new fami- 
lies, the formation of which has risen by about eight 
million or 22.8% in the last ten years. Right now, 
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building construction is getting a further noticeable 
lift from the unexpectedly heavy demand for new 
school facilities. 

Automobile requirements for the expanding popu- 
lation surprise even the more optimistic auto indus- 
try leaders. There are about 44 million cars and 
trucks on the road now and we'll need 48 million by 
1960 just to maintain the same per capita number 
for the expanded population. 

It is the same story when it comes to require- 
ments for clothing, food, household equipment, etc. 
Utilities are hard pressed by the addition of 19 mil- 
lion consumers since 1940. Even water is short in 
many areas; and faced by the prospect of 14 million 
more customers by 1960, local governments and 
utilities will have to undertake big and costly ex- 
pansion programs. City officials are interested in 
how many more people must be provided with water 
and sewage facilities. Utility executives seek the 
answer to the same question about electricity, gas, 
telephones and local transportation. To meet these 
needs portends good business to a host of industries. 

To sum up, our rising population together with 
the wide distribution of income which has taken 
place in recent years will mean a permanent stimu- 
lus to production in virtually every branch of busi- 
ness, a growing and longer lasting demand for goods 
and services that should not only sustain business in 
the future and effectively cushion it in times of 
recession, but raise its potentials in prosperous 
periods. In short, it renders our economy dynamic. 
It puts realism behind our postwar industrial ex- 
pansion since it warrants the expectation of a per- 
manently higher business plateau despite the vaga- 
ries of the business cycle. Beyond that it opens the 
way for further growth and industrial expansion, 
for new job opportunities, for a higher standard of 
living. (Please turn to page 404) 
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1950 Potentials 
for U.S. 


Foreign Trade 


By V. L. HOROTH 


The time has come again for the annual ap- 
praisal of our foreign trade prospects. What is there 
in store for us in 1950? Will our exports be main- 
tained? Will our markets be flooded with cheap for- 
eign goods? 

Broadly speaking, two sets of influences must be 
considered: (one) The business prospects at home; 
business activity—which, as nearly everybody agrees, 
is bound to be maintained at a high level during the 
first half of 1950—is likely to encourage imports, and 
thereby maintain the dollar earnings on the part of 
foreigners; (two) The situation abroad; to what ex- 
tent will the rising production abroad and the con- 
tinuing shortage of dollars on the part of certain 
countries interfere with our exports? To what extent 
will the tendency toward a decline of prices in inter- 
national markets be offset by the strengthening of 
inflationary forces in this country and elsewhere, and 
by the rise of costs in the countries which devalued 
following last September ? 

However, before venturing to answer these ques- 
tions and to predict what our exports and imports 
may be in 1950, it may be well to examine what hap- 
pened to our trade in 1949. The pattern may well be 
applicable to the foreign trade developments in 1950. 
The key to the problem lies in the estimates of dollars 
earned by foreigners. 

As the reader will see from the first of the accom- 
panying tables, there are five major sources of the 
dollars which the foreigners may or may not use to 
buy goods in this country: (1) By far the most im- 
portant source, accounting for about one-half of all 
dollars earned, are our imports; (2) the dollars 
earned by foreigners by selling us their services, es- 
pecially in respect to transportation and travel; (3) 
the dollars that we give away either under the Mar- 
shall Plan or other Government relief programs, or 
as private citizens to relatives and charitable organi- 
zations abroad; (4) the dollars loaned or invested 
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abroad; and, finally (5) the dollars that foreigners 
obtain by selling us gold or by drawing on their check- 
ing accounts in this country. 

The year 1949 started auspiciously with the Bureau 
of Census reporting that our merchandise purchases 
—imports—were running at an annual rate of about 
$7.2 billion. But as business activity slowed down, as 
prices started to slide and inventories were pared, 
and as rumors of impending currency devaluations 
in Western Europe began flying thick and fast, our 
imports started to fall off rapidly. During the third 
quarter of 1949, the annual rate of imports was down 
by $1 billion to $6.2 billion. The actual imports for 
the full year 1949 will be about $6.5 billion, and if an 
adjustment is made for our Army purchases abroad, 
about $7.1 billion. 


Which Imports Affected 


What classes of goods were affected and what bear- 
ing does this development have on 1950 imports? In 
the first place, the tendency to use inventory stocks 
has resulted in a decline, in some cases rather a sharp 
one, of such raw materials as wool, rubber, wood pulp, 
sawmill products, and various textile fibers. The 
saturation of the market and possibly the lowering 
of purchasing power brought about a decline in the 
imports of furs, watches, diamonds, automobiles and 
tractors (from Great Britain), and of textile manu- 
factures. Imports of competitive agricultural prod- 
ucts, such as dairy products and fodders from Canada, 
also suffered a decline. Finally, the trade war between 
India and Pakistan resulted in smaller imports of 
jute and burlap. 

On the other hand, imports of a few commodities 
actually increased over 1948 either in volume or in 
value. Among these were non-ferrous metals, such as 
copper and tin, and ferro-alloys; strategic stockpiling 
was partly responsible for this increase. We also 
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brought in more crude petroleum and 
fuel oil, more coffee, tobacco, and cocoa. 

If business activity is maintained, and 
if the public’s purchasing power remains 
where it is, then there is a good chance 
that the year 1950 will see larger imports 
of those products of which inventories 
were reduced in 1949. This would mean 
larger imports of wool, hides, newsprint, 
woodpulp, timber, furs, diamonds, and 
possibly also cocoa. Because of the high 
level of public and private construction, 
imports of non-ferrous metals and cer- 
tain ferro-alloys should also be at least 
as large, or better, than in 1949. Both the 
tire replacement demand and higher 
prices of rubber should raise the value 
of rubber imports; similarly the high 
prices of coffee are bound to bring the 
dollar value of coffee imports to a new 
high. 

We are also bound to import more 
crude petroleum and fuel oil, now that the 
oil companies are practically barred from 
selling their product in the sterling area. 
The recovery of production in Indonesia 
may result in larger imports of vege- 
table oil and oilseeds, particularly if the 
price is right. And, of course, the revalu- 
ations should make available many Euro- 
pean specialties and manufactured prod- 
ucts, such as textiles, glassware, per- 
fumes, toys, alcoholic beverages, and 
special machinery and equipment. By far 
the main boost to our imports should, 
however, come from larger purchases of 
raw materials and tropical foodstuffs. 








TABLE | 


Financing United States Exports 
(in billions of dollars) 





1948 1949 «+1950 | 


1947 | 
Est. _Anticip. | 


Factors Supplying Dollars (Payments to Foreigners) 





Merchandise Imports 











As reported by the Bureau of Census ($5.7) ($7.1) ($6.5) ($7.0) 
Adjusted for Army purchases 6.1 Ta 7.1 7.5 
Services Bought (net) 
Transportation, travel, royalties, etc. (—0.5) oe 5 7 
| Gifts and Grants 
SY, Ee : 1.4 39 3.2 
Other Government programs (net) 1.8 2.4 1.3 8 
Private remittances (net) 6 6 5 5 
Gredits and Investments 
U. S. Government loans and credits 3.9 3 6 “J 
International Bank and Fund 8 4 a 2 
Net outflow of private capital Py 1.0 5 _ 
Liquidation of Gold and Dollar Assets (new gold) 4.5 a 5 6 
Total dollars supplied $17.9 $15.6 $15.0 $14.3 
| Factors Using Dollars (Receipts from Foreigners) 
Merchandise Exports 
| As reported by the Bureau of Census ($14.4) ($12.6) ($11.8), ($11.0) 
Adjusted for unreported sales 16.1 13.4 12.4 11.5 
Interest and Dividends Received (net) 8 1.0 1.0 9 
Total dollars used $16.9 $14.4 $13.4 $12.4 
| Dollars Not Accounted For 
Errors, omissions, capital movement, additions to 
reserves, etc. $1.0 $1.2 $1.6 $1.9 











would affect the Philippines and Cuba. Although Cuba 


In view of all these potentialities, it is not at all un- 
likely that the year 1950 may see reported imports in 
excess of the $7 billion level, and imports adjusted for 
our Army purchases around $7.5 billion. This would 
make the 1950 imports the second best on record, but 
much depends on what prices are going to do, particu- 
larly during the latter 
half of 1950. 


is in strong financial shape, the lower price that she 
will have to accept for her sugar in international 
markets may necessitate certain retrenchments and 
may lead to labor troubles. 

Next to imports, the most important source of dol- 
lars for foreign countries is U. S. Government grants, 
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and private remittances. As will be seen trom the 
second table, the European Recovery Program will 
have accounted in 1949 for about $3.9 billion, and 
other programs, such as Greek-Turkish Aid, Chinese- 
Korean Aid, war damage payments to the Philippines, 
for about $1.3 billion (net). Together with private 
remittances, foreign charities, etc., the Americans 
will have given away in 1949 about $5.7 billion. 

During 1950 these grants and gifts are bound to 
be considerably smaller. The ECA appropriations, 
which are to total $3,778 million during the current 
fiscal year, are bound to fall to about $2.7 billion in 
the 1950-51 fiscal year, or about $1 billion less. In 
addition, other foreign programs are bound to be 
slashed, so that, in spite of a lag in payments, grants 
and gifts will be more than $1 billion smaller in 1950 
than they were in 1949. The reduction is bound to be 
reflected in smaller exports from this country of food- 
stuffs, and also of coal and petroleum. Since about 40 
per cent of the ERP funds are spent for “offshore 
purchases,” the dollar earnings of Canada and some 
Latin American countries will be affected. 


Return to Prewar Pattern 


Around the middle of 1948, foreign countries, and 
the Western Europeans in particular, again began to 
sell us more services than we sold to them. This return 
to the prewar pattern coincided roughly with the res- 
toration of European merchant marines to their pre- 
war tonnages, the rebuilding of railways, and the re- 
furnishing of hostelries. In 1949, all foreign countries 
will have earned “on balance” nearly $500 million 
from tourist traffic, from carrying our merchandise 
and tourists, and from royalties. The figure for 1950 
may reach the $700 million level, in view of the record 
American travel expected during the coming year 
and the increase in foreign shipping facilites. 

Finally, something remains to be said about the 
dollars that are likely to originate from capital invest- 
ments abroad, from the disbursements of the Inter- 
national Bank, the International Monetary Fund, and 


the Export-Import Bank. Possibly the 1950 total will 
not differ very much from the 1949 figure. It seems 
highly doubtful that any substantial dollar amount 
will be made available to foreign countries under the 
Point Four Program. Since the devaluation of foreign 
currencies has encouraged the production of gold, our 
purchases of newly mined gold may increase over the 
1949 figure of about $500 million. 

In summarizing, it will be noted from the first table 
that the dollars available to foreign countries in 1950 
for financing the purchases of American goods and 
for payment of debt service will aggregate about $14.3 
billion, or about three-quarters of a billion less than 
in 1949. But it is doubtful that foreigners will spend 
the full amount here. They did not do so during the 
past three years, and are even less likely to do so in 
1950. The realization that the Marshall Plan appro- 
priations will be cut down and probably eliminated 
altogether in 1952, is bound to give support to the 
policy of rebuilding depleted gold and dollar reserves. 
In the case of Brazil, Peru, Colombia, and other Latin 
American countries, some of the dollars to be earned 
in 1950 are bound to be used for the repayment of old 
commercial debts dating to 1947. 

In view of this policy of rebuilding reserves and 
repaying debts, our 1950 exports are likely to fall some 
$750 to $1,000 million below the reported figure for 
1949 which will probably be $11.8 billion. At such a 
figure, exports will still continue to contribute mate- 
rially to the business activity of the country as a 
whole, and the United States will maintain its position 
of the world’s largest supplier of goods. 

What exports to what countries are likely to be 
affected by the anticipated drop in our exports in 
1950? From the trends that showed up in 1949, one 
may forecast a further decline in our exports of dairy 
products, eggs, fruits, vegetables, wheat, and fodder 
grains. In the first place there will be less money avail- 
able for these products from various Government ap- 
propriations ; second, the output elsewhere of most of 
them is expanding, and third, as a result of the devalu- 
ations last September abroad and the price support- 
ing policies here, our prices of many of these 








TABLE II 


United States Government Aid Programs 
(In millions of dollars) 


products, such as dairy products, are now above 
the international level. 

The 1950 shipments of a number of agricul- 
tural products ought to be, however, as large or 
nearly as large as in 1949. This is likely to be 
true for our cotton, tobacco, lard, and meat ex- 





Actual 








—Estimates— 
1947 1948 1949 1949 1950 
12mo. 12mo. 9mo. 12 mo. anticip. 


ports, all of which are paid for to a large extent 
from the ERP and other relief funds. In 1949, 
agricultural exports contributed about 30 per 





War Damage Payment (Philippines) 96 130 159 200 
Civilian Supplies (occupied areas)... 980 1,280 817 1,100 


cents of our total exports ($3.6 billion). In 1950, 


European Recovery Program... ......._ 1,388 2,967 3,900 3,200 A pat : 
tence Maneek Onan. . 168 I2ts«wL'SO their share is likely to be less; in general this 
Greek-Turkish Aid — 14 349 «+139 «200 } 350 represents a return to the prewar pattern, when 


agricultural exports contributed less than 25 per 


800 cent of the total. 





International Refugee Organization 17 130 53 70 50 
UNRRA....... etemnsee Awual sancean Wovcad Other Declines Looked For 
Post UNRRA ...... 245 Oe acu: # commen 
Interim Aid _. ; scant RE MME niet, “ibaa teecaaae As for exports of non-agricultural products, a 
Other Payments ..... -- 305 89 126 150 100 further decline in the exports of coal, petroleum 
products, and textile manufactures may be ex- 
ORC anu 2,272 4,150 4,382 5,770 4,500 pected on the basis of the 1949 trends. Like the 





Receipts (reverse lend-lease, ECA 
counter part funds, & others) 460 389 404 570 


agricultural products, these products are also 
affected by dollar availability, expanding pro- 


500 duction abroad, and in some cases competitive 





doled So 








osm 1,812 3,761 3,978 5,200 4,000 


prices of foreign made products. Foreign coun- 
tries are also likely to buy, because of dollar 
scarcity, fewer pas- (Please turn to page 401) 
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LOW-PRICED 
Stocks Stand 


in Present 


MARKET CYCLE 


Viewed from the 
angle of percentage, 
the gain would be 
equal in each case, 
but in one instance a 
price rise of only 5 
points would con- 
trast strongly with 
50 points in the 
other case in attain- 
ing the same end. 
Prior to the great 
wave of stock splits 
in recent years, 
much fewer good 
grade stocks than 
currently were in 
the low price range. 
In other words, a 
high price was com- 
monly considered a 
badge of quality, 
while a low price 
was construed to in- 
dicate mediocrity or 
less. Under present 
conditions when 
many of the sound- 
est issues have 
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a | shifted to a lower 

- price range merely 
because of split-ups, 
the situation has 
undergone a radical 
change. This is im- 
portant to consider 
as a number of very 
stable dividend pay- 
ers are now obtain- 
able at relatively low 








By J. C. CLIFFORD 


sy he persistent uptrend in share prices since 
mid-1949 invites examination of the behavior of vari- 
ous price groups. In relation to trends developed for 
high priced issues or for the broad average, that of 
low priced stocks is especially interesting to study 
because equities in this bracket traditionally afford 
a higher measure of speculative opportunities than 
the others. 

Generally speaking, stocks quoted below 20 are 
considered as rating in the low price class. Because a 
larger amount of shares can be acquired at a rela- 
tively modest price, investors bent on appreciation 
programs find a convenient medium in this group. As 
a psychological factor, a low price also provides a 
seemingly better springboard for a potential ad- 
vance. Additionally a moderate uptrend in dollar quo- 
tations can bring surprisingly satisfactory percent- 
age gains that are often overlooked by casual in- 
vestors. 

In that respect, the initial low base on which the 
percentages are figured establishes an advantage 
over higher priced equities. If a stock bought at 10 
rises to 15, furthermore, to many there would still 
seem to be room for considerable appreciation in a 
bull market, whereas this would appear far less the 
case after a stock has advanced from 100 to 150. 
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prices, and the yield 
factor of late has be- 
come a weighty fac- 
tor in influencing 
price trends. To some degree, at least, the yield ele- 
ment may henceforth stimulate more attention to the 
low priced group than in former market cycles when 
speculative attraction predominated. 

On the appended table we present stock indexes for 
various price groups at the market peak in 1946, the 
high and low for 1949, together with recent figures. 
These statistics include the Magazine of Wall Street 
320 Combined Stock Average, the MWS 100 high 
priced and 100 low priced stock indexes, together with 
the Dow Jones Industrial Average. Despite the inter- 
esting trends revealed by these indicators, more sig- 
nificance attaches to the price behavior of individual 
stocks in the period we have covered, especially in the 
past year. 

For purposes of comparison, accordingly, we pre- 
sent similar data for more than forty representative 
concerns with shares in the low price class. The price 
experience of these equities warrants study in rela- 
tion to that of their group, for the variations are so 
broad in many cases that appraisal of the causes may 
add or detract from their investment appeal under 
current market circumstances. 

On a group basis our table shows that all four in- 
dexes on our table had advanced percentagewise 
rather uniformly by the year end of 1949 from their 
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earlier lows. The 100 low priced stock index, to be 
sure, established a somewhat larger gain of 26.8% 
compared with 22.3% for the 100 high priced index, 
but this was mainly due to heavier buying of the low 
priced stocks in the later weeks of 1949. Prior to No- 
vember, the latter had been relatively laggard in their 
market behavior. It is rather significant, perhaps, 
that their pace gained speed as the general market 
maintained its upward trend after several months of 
steady improvement. This may indicate a resurgence 
of speculative activity that for reasons we have ex- 
plained is prone to turn to the low priced issues when 
sentiment for the medium term outlook becomes opti- 
mistic. The trend could signify a broadening expec- 
tation of continued higher prices as 1950 unfolds. 

It is interesting to note that when the Dow Jones 
Industrial Average topped 200 on the last days of 
1949, it had edged fairly close to the 1946 high of 
212.50. As our tables clearly show, though, this was 
far from true as regards the MWS indexes for our 
three groups, and because these represent a broader 
coverage and thus are far more representative, we 
feel they reveal a truer picture of the market than the 
Dow Jones Average. Even so it will be noted that the 
percentage gain for the low priced stocks exceeded 
that of the Dow Jones Industrial Average with its 
blue chip issues by 3%. In a manner, this confirms 
comparisons with our own 100 high priced stock index. 


Comparison with 1946 Peaks 


At this point it is well to consider the relative status 
of the MWS indicators at the peak of the stock market 
boom in 1946. Following several months of advancing 
prices at that period, the MWS Combined Average 
showed a gain of 14% from the year’s low, the 100 
high priced stock index a rise of about 13.5% while 
the 100 low priced index soared 27%, nearly doubling 
the advance of the other two groups. 

While of course it is not safe to assume that a simi- 
lar pattern will have been established when history 
records the peak of the current upward trend in 
share prices, there are clear indications that the low 
priced stocks still have plenty of room to advance un- 
less the yield factor continues to predominate in in- 
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vestment thinking. This may be so for some time 
ahead, in view of increased investment caution and 
the need for well assured income, but indubitably the 
low priced stocks have only moderately reflected their 
customary speculative advantages in the current 
market. 


Need for Qualifications 


These general conclusions need qualification, how- 
ever, in studying the widely varying experience mar- 
ketwise of individual stocks in the low priced group. 
In other words their average performance may lead 
to certain conclusions not born out in many individual 
instances. While every one of the low priced stocks 
listed on our table has shared to some degree in the 
general market advance, gains have ranged broadly 
from a maximum of 111% to a minimum of only 
2.7%. The major question thus arises as to whether 
the appreciation potentials of some of these equities 
have become seriously limited or if that of others 
have become correspondingly enhanced by their lag- 
gard market action. It is only by studying the funda- 
mentals of the individual stocks that any conclusions 
in this respect can be formed. Hence we will discuss 
a few in order to demonstrate this. 

American Airlines, Inc. shares have displayed 
above average price vigor in recent months, although 
to many observers a rise from the 1949 low of 63/4, to 
a year-end figure of 914 might not appear very excit- 
ing. On the other hand a purchase of these equities 
at the indicated low would have resulted in a profit 
of 40.7% in a period of not much more than six 
months. 

This concern is the largest commercial air trans- 
portation system in the United States. While the com- 
pany prospered in war years, heavy costs forced oper- 
ations into the red for three consecutive years prior 
to 1949, but in most months of the past year opera- 
tions have been profitable and the outlook for sus- 
tained improvement is good. Mail, passenger and 
freight traffic is tending to expand in all divisions and 
operating costs have been brought under better con- 
trol. The company has paid no dividends since 1945, 
when $1 per share was distributed and the share 
price reached a top of 197%. Because of improved oper- 
ating conditions, American Airlines shares at 914 
seem to carry considerable speculative appeal, despite 
their substantial price gain in the last half of 1949. 

Shares of Burroughs Adding Machine Company, 
recently priced at 13%, advanced only 2.7% from 
their 1949 low of 1314 and were well below their top 
prices in six prior years. Here we have a case of a con- 
cern with a remarkably stable dividend record, un- 
broken since 1895, and having enjoyed unusual post- 
war prosperity. The company spent large sums in 
recent years for plant improvements and had such 
large backlogs that it operated at capacity until the 
beginning of 1949, at least. While unfilled orders were 
rapidly whittled away last year, volume of $65.3 mil- 
lion for nine months ended September 30, 1949, was 
fairly comparable with $69.7 million in the same 1948 
period. Narrowed margins, though, reduced corre- 
sponding net earnings to $1.20 per share compared 
with $1.98 a year before. 

Despite this decline, however, the directors dis- 
played confidence in the outlook by supplementing 
regular quarterly dividends of 20 cents a share in 
1949 with a year-end extra of 10 cents. Based on total 
payments of 90 cents a share and the recent price of 
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137g, the current yield is 6.5%, attractive for a qual- 
ity stock like Burroughs. But the company has a large 
number of shares outstanding and the indicated 
rather scant dividend earnings coverage apparently 
has dampened speculative interest in the shares. The 
increased activities and resources of Burroughs, 
though, could well prove an advantage in the medium 
term and the shares seem reasonably priced compared 
with their 1946 high of 2134. 

Another laggard in last year’s rugged market ad- 
vance was Pepsi-Cola, as shown by a recent price of 
83, a gain of only 4.6% from the 1949 low 


the price of the shares over a long term has ranged 
oe a low of a few cents to a peak of around $9 per 
share. 

In the past fifteen years, dividends have been paid 
in only three and even then at a merely nominal rate. 
As more than 14.5 million shares are outstanding, 
they change hands among speculators on a substantial 
scale. The market value of the securities in United’s 
portfolio of course fluctuates widely in active times, 
and last October equalled about $5.33 a share. This 
figure has probably in- (Please turn to page 408) 





























of 8. In the last three years, the sales and [-—— 
earnings of this company have tended grad- Price Action of Low Priced Stocks, Compared with | 
ually to decline and with rising costs, the Major Market Indicators | 
problem of maintaining satisfactory mar- 
gins on sales of its big 12 ounce bottle for || 1946 a 
- a >oahiae | ange trom 
five cents has been intensified. An omission || High ——1949 Recent 1949 Low to | 
of common dividends in the first two quar- |, at Price High Low Price Recent Price | 
ters of 1949 was a depressing influence on |/320 Combined Average. *191.7 133.5 (108.0 134.7(a) + 24.7% | 
the price of these shares, and although pay- || 100 High Priced Stock Index. 112.55 86.46 71.00 86.90(a) + 223 _ 
ment was resumed on a basis of 10 cents || 100 Low Priced Stock Index 247.97 150.53 119.71 151.88(a) + 268 
quarterly in the last half year, uncertain- || Dow Jones Industrial Average 212.50 199.59 161.60 200.13(a) + 23.8 L 
ties over the medium term outlook proved || American Airlines om 19% 10% 6% % + 407 | 
a drag on market action of the stock. A American Encaustic Tiling...  1I'Y¥4 6% 4% + 0-7 
marked uptrend in volume and earnings American Machine & Foundry 45% 15 IIe 1442 +272 — 
might lend speculative appeal to these || American Radiator & S. S. 23 14% 10 13% +375 
equities, but otherwise the price may con- | Armour & _) =a a) ee) 8 + 600 — 
tinue to lag. | Associated Dry Goods 329% 15% ISIS +290 
A percentage gain of 40% by Burlington || Avco Manufacturing 4% Th 4% 5% +178 
Mills shares from their last year’s low || Bond Stores 48, 19%, 13% 14% + 93 
seems not unreasonable considering im-_ || Bridgeport Brass 20% 9% bh Th +261 
proved conditions in the textile industry || Burlington Mills 26%, 19%, 13% 19"%ys— + 4000 
and the sound fundamentals of this experi- |} Burroughs Adding Machine 21%, 16% 13% «13% + 27 | 
enced mill operator. Last spring when a Carrier Corp. 34 18% 12% 17” + 40.0 | 
widespread desire by distributors at all || Certain-teed Products 25% 16/. =e 15% + 72.6 A 
levels to reduce inventories caused a sharp || Chicago Corp. 14% 14 #429 13% +458 | 
drop in sales and earnings, gloomy condi- |! Collins & Aikman — 63Yp 17% 13% 16% F191 | 
tions caused the price of Burlington Mills’ || Colorado Fuel & Iron 23% 19 ~My SYy + 247 
shares to reach a low of 1334, just about Commercial Solvents 32%, 19% —'135%%— yp + 4038 
half their 1946 high of 26%. While it is || Continental Baking 22. «17%, i13YyiMesC“(i 2S 
true that in 1949 the directors paid no year- || Dome Mines 29%, 18% 12h 15% = + 23.0 
end extra of 50 cents as in 1948, reduced Eastern Air Lines 31Y%e 16% 13 14%, + 96 
earnings did not deter the payment of regu- || Electric Boat 35%, |7% 12% 16% + 303 | 
lar quarterly dividends at the rate of 3714 General Railway Signal 48 20%, 15%, «18, + 19« 
cents per share. | Greyhound Corp. ...... 18, 12 9% 10% + 51 | 
Hupp Corp. 10% 2% I, | VW + F166 | 
Ready for New Upturn? International Tel. & Tel... 31%, Ye OY WW + 26.6 
t Il Loew's 41 18% 14% 16% +194 | 
Thus at the advanced price of 1914, a Mead Corp. 305% 17%, 12Y_, 15% + 27.8 
yield of close to 8% may prove stable, for || National Gypsum «33%, i19"ysdITy CY +610 | 
towards the latter part of 1949, orders be- || Pan American Airways 27. ——(«i10%me”~té#RB’“ 8p + 62 | 
gan to pour in on the company and capacity _ || Pepsi-Cola 40/, 12 8 83, + 46 | 
operations seem indicated during the first || Radio Corp. of America 19 144% 95% 12% +235 | 
half of 1950 and perhaps longer. As this Radio-Keith-Orpheum 28, WW, 7 8% +196 J 
concern has improved its facilities on a vast || Rheem Mfg. Co. 38 21% 13% 20 + 50. 97 
scale in postwar and is strongly entrenched Ruppert (J.) 34, 12% 8% 10 +194 | 
with the trade, there is a good chance that St. Regis Paper 15/e We gS BY + 32.0 
it has started on a very prosperous year. Servel 245%, II 6%, 10% +740 
This encouraging outlook lends consider- Socony-Vacuum Oil 18/4 17/2 14 16% + 18.5 
able attraction to the shares from both the Square “D" Co. 245, 18, 13 16! + 25.7 
angle of high yield and appreciation poten- || Textron 26% II%, 8 10, + 31.2 
tials. United Air Lines 54/4, 144%, 10, 13% + 29.2 
The most extreme gain established by United Corporation ™, 5 2%, 4% +I 7 
any stock on our table is 111% for United U. S. Lines... 25% 16 115% 15 + 27.6 | 
Cor poration common. These equities of a || Warner Bros. Pictures 233%, 16% 9% I5!I/, + 61.0 | 
large holding company with a portfolio || Worthington Pump 24%, 17% Wh 17 + 44.6 
mainly consisting of utility stocks have long |} Youngstown Steel Door 31 14% 10/2 11, + 95 
been a speculative favorite among investors *—300 Combined Anneee | in 1946, (a)—Final 1949 figures. 
seeking unusual percentage gains, because 
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KROGER Co. ¥ 
VS. 


SAFEWAY 
STORES 





— A COMPARATIVE 
INVESTMENT STUDY 


By H. S. COFFIN 


ew forms of enterprise 
have established such excel- 
lent records for stable earn- 
ings and dividends as the 
large chains distributing food 
products. In consequence, the shares of selected lead- 
ers in this field carry a high measure of investment 
appeal. Granting dependable dividends, however, what 
many investors hope for is an indicated opportunity 
to achieve enlarged income and appreciation in the 
course of time, factors that hinge importantly on man- 
agement policies. In this respect it is interesting to 
study the current status and plans of two outstanding 
firms in this specialized field, Safeway Stores, Inc. and 
the Kroger Company. 

The business of both of these concerns dates back 
many decades and has been consistently successful 
even in the most highly depressed periods. Each one 
now operates a chain of more than 2000 food stores, 
manufactures various kinds of packaged foods and 
has enjoyed a marked uptrend in annual sales and 
earnings in postwar. Hence in many respects their 
operating problems and potentials are rather similar, 
although the exploitation of markets in entirely dif- 
ferent sections renders their business non-competi- 
tive. 

Safeway Stores operates at last report 2,177 retail 
outlets, mainly situated West of the Mississippi River 
and with emphasis on the Pacific coastal states. The 
Kroger Company takes on in the Midwest where Safe- 
way leaves off, concentrating its efforts in 19 states 
East of the Mississippi and preferring cities where 
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industrial activities are important. In these sections, 
Kroger currently operates about 2,225 stores. 
Despite favorable over-all earnings when the na- 
tional income fell to low records early in the 1930s, 
practically all food chains awoke to the fact that neg- 
ligible earnings from numerous outlets, and in some 
cases actual losses, constituted a drag on the profits 
of the parent. Since then the development of super- 
markets with well proven efficiency has encouraged 
their construction on an increasing scale, while inci- 
dentally leading to a wholesale elimination of scat- 
tered or unprofitable stores. Though this radical shift 
in operating policies was halted in war years, the trend 
towards concentration in larger and more modern 
stores is continuing now at an accelerated pace. 


How Store Policies Worked Out 


How the two concerns we are discussing have bene- 
fitted from implementation of the foregoing policies 
is well shown by statistical evidence. Although Kroger, 
for example, is now operating about 3,300 fewer stores 
than in 1929, the company’s annual volume had risen 
from a level of $286 million to $825 million by 1948. In 
other words, annual sales per store increased in the 
twenty year period from $51,000 to $351,000. While 
the shrinkage in the number of outlets by Safeway 

Stores has been more moderate in the same period, 
amounting to only about 800 stores on balance, the 
construction of more modern properties in rap- 
idly growing sections caused sales to climb from 
$219 million in 1929 to $1.17 billion in 1948, a bet- 
ter than fivefold gain. Safeway’s sales per store 
in the course of two decades rose from $81,000 to 
$543,000. 

In view of this favorable experience it is small 
wonder that these two large food merchandisers 
have continued their program to attract more 
trade, while at the same time effecting more eco- 
nomical operations. The onerous daily task of 
housewives in planning and buying table require- 
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ments is greatly eased when they 
can purchase everything from 
meats to desserts in a single con- 
veniently arranged big floor space. 
This has made possible the substi- 
tution of the most up-to-date big 
stores that often permit the clos- 
ing of several smaller ones for- 
merly operated in adjacent neigh- 
borhoods, and to the actual benefit 
of increased volume. Well aired 
premises with a vast array of well 
established food brands supplied 
by both the companies themselves 
and by nationally known proces- 
sors make self-service purchasing 
a simple matter. 

As for economical operations, 
the elimination of numerous super- 
visors and sales personnel, more 
centralized deliveries from ware- 
houses and simplified inventory 
controls combine to reduce oper- [1938 _| 1939 | 1940 
ating costs. An additional benefit 
is that sales per square foot in the 
big stores are substantially larger 
than in the small ones, a very important factor con- 
sidering high and rigid rental costs. As margins on 
food sales are exceedingly narrow and the business is 
inherently one of the most competitive in the economy, 
all the factors we have mentioned help to create sub- 
stantial operating advantages. 

One matter that has made practical the long term 
growth of both Safeway Stores and the Kroger Com- 
pany has been their policies to avoid huge capital out- 
lays for ownership of retail stores. In each instance 
leases rather than property titles are the basis of 
occupancy, except during periods of construction. By 
this method, the capital requirements are limited 
mainly to current assets in a business with a very 
rapid turnover and operated on a cash foundation. 

The process also permits operation of the numerous 
stores continually on a “trial and 
error” basis, encouraging the es- 
tablishment of larger outlets where 
actual results have been good and 
prompt closure of stores with less 
promising operations. Both con- 
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business, started out back in 1883 and the present 
organization was incorporated in 1902. The company 
now ranks second only to the Great Atlantic & Pacific 
Tea Company in its number of stores, though annual 
volume does not match that of Safeway. The largest 
concentration of retail outlets is in Ohio, followed by 
Illinois, Michigan, Missouri, Indiana and Kentucky in 
the order of importance. While, as previously stated, 
these highly industrialized states with continually ex- 
panding populations have provided the chief markets 
for Kroger, the company has more cautiously forged 
ahead in 13 other Southern and Midwest states and 
seems likely to expand in these sections. Total stores 
now operated, as pointed out before, are now more 
than 2200. To service these outlets, the company 
maintains 16 large warehouses in strategic locations. 
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cerns under review have always 
maintained experienced staffs to 
study operating results of their 
many units and to survey carefully 
volume potentials for prospective 
new stores. This is not only advis- 
able but necessary now that some 
of the most modern units are spe- 
cially designed and may cover as 
much as 15,000 square feet. The oc- 
cupants must be certain of their 
volume potentials in signing long 
term leases on these rather expen- 
sive premises to be sold to institu- 
tional buyers. 

Having somewhat clarified the 
common problems and advantages 
of Kroger and Safeway Stores, let’s 
examine their individual records 
and their future outlook, starting 
with the first concern. . . “a 


B. H. Kroger, the founder of the 
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To show how alert Kroger has been in adjusting 
operations more along the lines of concentrated dis- 
tribution and to capitalize on the unfolding advan- 
tages of supermarkets, the company opened 147 new 
or relocated stores, mostly of the highest type, in 
1948 although the net number of stores in the chain 
decreased by 167. About $10 million outlays were made 
in connection with this program, and in 1949 it is prob- 
able that similar amounts have been spent for the 
same purpose, including construction of several ware- 
houses and a bakery. Such a program has involved 
relatively little strain on working capital as upon com- 
pletion the new units are sold with a back lease. 


Heavy Outlays for Equipment 


High equipment costs, on the other hand, are per- 
manently born by the company. Installation of modern 
display cases, air conditioning, freezing units and 
lighting fixtures involves heavy expenses that have 


stimulated caution by the management before sign- 
ing leases. Additionally, much up-to-date machinery 
is required to equip Kroger’s sizable manufacturing 
division. The company has for several years used its 
name as a brand for many of its own packaged goods 
such as canned items, coffee, preserves, shortening, 
spices, cookies, etc., although all nationally advertised 
brands of outsiders appear on the shelves. Altogether 
the company’s accumulated outlays for plants, ma- 
chinery and equipment are carried on the books at 
more than $48 million, though allowances for depre- 
ciation have reduced the figure to around $25 million. 
In the last ten years, sales of the Kroger Company 
have established new high records in each successive 
period, reaching a peak of $825.7 million in 1948. To 
judge from reported volume of $616 million for 40 
weeks ended October 31, 1949, total sales for 1949 may 
again attain a new top. Considering the annual reduc- 
tion in the number of stores operated, this increased 
volume attests to the wisdom of establishing larger 
units, both in former and new markets. 








7 Since results were accomplished in a 
| period of declining food prices, it is 
| obvious that unit sales have expanded 
| to account for steady or increasing 





| Comparative Statistical Summary 


volume, a factor aided by the opening 




















Kroger Co. Safeway Stores, Inc. : 
| — | of many new modern stores. Looking 
NUMBER OF STORES (1949) aa 2177 || ahead into 1950, this same element 
| Se eae of “ 2s “— /48 12, me com || promises to sustain sales at avery sat- 
| Long term Vebt omitte ‘ one P | icfaa Bt , 
| Preferred Stock (number of shares) 458 (a) 191.417(b) || 1Sfactory level. : : 
Common Stock (number of shares) 1,836,589 2,570,645 | Despite record sales by Kroger in 
1948, the company’s profit margins 
INCOME ACCOUNT: For Year Ended 12/31/48 12/31/48 | were pinched by an increase of $13 
<a — 6 haan : pny gry | million in operating expenses and 
et Sales Per Share -56 458.5 . 
Operating Earnings (000 omitted) $ 19,915 $ 15,344 $800,000 in outlays for store leasehold 
Operating Margin ..... 2.4% 1.3% | improvement expenditures, these lat- 
Net Income (000 omitted) $ oe ) $ 9,978 | ter items having been conservatively 
ow ——” ws oe om is) , Fg charged against earnings. A net profit 
” : : margin of 1.1% in 1948, while slightly 
INTERIM REPORTS: For Period of 24 wks. end. 6/18/49 24 wks. end. 6/18/49 lower than in the previous year, did 
Net Sales (000 omitted)... $ 380,963 $ 518,702 not prevent net earnings on expanded 
Operating Margin ‘ N.A. 2.2% volume from reaching an all-time peak 
ys near Phe omitted)... : $ 4-4 $ od of $9.3 million or $5.07 per share, after 
Net Per Share... vhers | $ 4.00 $ 253° deducting $2.5 million for inventory 
and contingency reserves. 
NNN & 7 Eoning 9948 (per share). — — In the 24 weeks period ended June 
ear Average Earnings : F . . anv We 
1948 Dividend > $300 ; oo 18, 1949, the Kroger Company evi 
1949 Dividend _ $ 3.50 $ 1.25 dently overcame some of its operating 
10 Year Average Dividend 1939-48. $ 2.30 $ 1.02 handicaps of the previous year, for the 
company’s net profit margin widened 
pees SHEET ITEMS (000 omitted): As of 6/18/49 6/18/49 to + ocr to sraaees a a income of 
EEE ‘: $ 25,892 $ 35,291 2 ni d 
Cash as % of Current Assets. 28.8%, = ay A $7.3 million or $4 per share. It accord- 
Inventories _. $ 60,342 $ 56,877 ingly is probable that earnings for the 
ee as ie ‘of Current Assets 67.1% 52.0% full year were close to $8 a share com- 
otal Current Assets pata $ 89,855 $ 109,367 = ~ . - . 42 
Total Current Liabilities... $ 37,188 $ 32,523 pared with $5.07 = 1948. In reflection 
Net Working Capital... $ 52.667 $ 76.844 of improved earnings and a comfort- 
Current Ratio . 2.4 3.3 able working capital position, the man- 
ae sok en : 1 eee : = agement supplemented the 60 cents a 
ook Value Per Share... ; c 6. . . . 1t77 ry . 
Net Current Assets Per Share. $ 28.67 $ 25.30 share _— terly dividends with a year- 
eseiey or sali 9 elnaalinggagy 603%; 313; end extra of $1.10 to make a total of 
Dividend Yield (on 1949 Dividends). 5.7%, 4.0%, $3.50 per share in contrast to $3 in 
Estimated 1949 Net Per Share... a $ 8.00 $ 5.00 1947-48. If the earnings coverage con- 
Price-Earnings Ratio (to 1949 Estimated Net). : 7.6 6.2 tinues to be so broad, shareholders 
. ’ 
(*)—After appropriation for contingencies. may receive more liberal treatment in 
(N.A.)—Not available. due course of time. It should be real- 
ic tome 5 ‘0 7. a ed 6% preferred, and 175 shares Second 7% ized that some dividends have been 
preferre oth $100 Par Value. idj 7eyr - oj 
(b)—$100 Por Value. paid in every year since 1902. 
(c)—As of 12/31/48. An outstanding feature of Kroger’s 
record has been strongly maintained 
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w impact of Federal fiscal policies has 
incisively affected prices for all grades of bonds in 
the last six months with the result that quotations 
at the year-end have established tops for a long time 
past and yields have become correspondingly low. 
As matters now look, however, prices for Govern- 
ment bonds in 1950 should fluctuate only within 
narrow limits and there is little to suggest that high 
grade corporates will follow any other pattern, al- 
though the yield factor on secondaries may leave 
some room for further price improvement in this 
division. 

Government deficit spending in all but two of the 
past fifteen years, with a certainty of more in the 
near term and combined with current large scale 
refunding operations, has induced the Treasury 
Department to keep money rates consistently low. 
In consequence, despite minor periodic variations, 
the Treasury and the Federal Reserve Board have 
worked towards stabilization of yields of both long 
and short term Government bonds and notes at low 
levels, and this in turn has influenced the yields on 
all other forms of state, muncipal and private obli- 
gations. About $120 billion of publicly held Federal 
debt is now represented by obligations maturing 
within one year or on demand, and carry rates of 
114% or less. There is nothing in sight to suggest 
any improvement in this return in the coming year 
indeed, the rate on one year maturities was re- 
cently reduced to 114% and with a chance that 1% 
offerings will find ready takers at times in 1950. 

Prices for long term Governments will likely con- 
tinue to be at a level to yield about 2.20%. Most of 
the Government issues are now selling close to their 
highs since the middle of 1947. In other words, the 
bank eligible 214s of 1967-72 were recently at 106, 
while the Victory 214s were quoted around 103.20. 
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DONG L, 1950 Outlook for 
~The BOND Market 


By J. S. WILLIAMS 


It appears improbable that during 1950, these prices 
will fluctuate more than a fraction of a point, as the 
FRB has at its command several methods by which 
stabilization can be achieved to offset variations in 
supply and demand. Furthermore, unless Congress 
enacts legislation to broaden the powers of the 
Federal Reserve to control inflation or deflation, the 
Board will virtually have to conform its policies to 
groom the money markets for Treasury fiscal 
operations. 

From the foregoing angle, much interest has been 
aroused by a rift in the policies of the FRB and the 
Treasury disclosed by hearings before the Congres- 
sional sub-committee on Monetary Credit and Fiscal 
Policies. Secretary Snyder of course has some stu- 
pendous problems to solve in attemping to hold down 
interest charges on the Government debt, especially 
now that deficit financing is entering the picture. 
But Mr. Eccles rather validly has pointed out that 
if the Federal Reserve System is forced to support 
the Government bond market by large scale pur- 
chases, irrespective of the inflationary pressure this 
process creates, it will be impossible for the FRB to 
control credit expansion satisfactorily. Mr. Eccles 
accordingly has asked Congress for authority to in- 
crease required bank reserves substantially when 
the FRB deems it wise as a measure to curb the 
ability of banks to make loans or to swell their bond 
portfolios, both of which steps create additional 
deposits. 


F.R.B. Powers 


Upon analysis, however, it would seem as if the 
Federal Reserve System already had considerable 
power to keep money rates comfortably low for 
large scale Government financing, while losing little 
or its inherent power to control inflationary or de- 
flationary trends. The Federal Reserve System holds 
some $17.9 billion of marketable Treasury bonds it 
could offer to banks if rising prices threaten to 
stimulate inflationary forces. The FRB also could 
lift required bank reserves if necessary back to the 
level of last August, in the process of siphoning off 
substantial funds that could serve as a basis for 
perhaps $7 billion of unwanted credit expansion. 
Either or both of these expedients could be con- 
structively utilized soon after the turn of the year 
if inflationary influences come to the fore as may 
well happen. 

In January, commercial bank loans will be sharply 
reduced by inventory liquidations, veterans will 


_receive $2.8 billion as insurance refunds and the 


money supply will expand. Considering the strong 
prospect of further Federal deficit financing, with 
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its inflationary potentials, additional color is added 
to the picture. Altogether, the banks are likely to 
have substantial funds available for the purchase of 
high grade bonds, but the Federal Reserve is in a 
position to keep prices for governments on an even 
keel and thus deter any marked upward pressure on 
high grade corporate bonds. 

At best, however, investors accustomed to include 
a proportion of sheltered securities such as govern- 
ments, muncipals or well rated corporation bonds in 
their portfolios will have to remain content with a 
very modest yield. There seems little chance that 
representative top grade corporates in 1950 will 
yield much more than the current average of 2.60%, 
or that lower grade issues will yield an average ex- 
ceeding the 3.25% for 1949. 

As for the more speculative bonds, a recent rather 
sharp uptrend in prices reflects the present opti- 
mistic tone of the stock market, which if continued 
after the turn of the year might result in some fur- 
ther downtrend in yields on this class of bonds. The 
marked dearth of new better grade bonds in the 
current year, in strong contrast with increasing 
demand for good issues by banks and insurance 
companies, has pushed prices so high that they seem 
out of reach for the average individual investor. 

While assured easy money rates in 1950 may in- 
duce a new wave of refunding operations, the 
chances are that the institutions will, as in the last 
few years, grab most of such offerings before private 
investors have any opportunity to make purchases, 
although the low yields would deter most of the 
prospective individual buyers. An exception to the 
rule will probably be found in prospective new issues 
with a convertible feature, such as the $200 million 
American Telephone & Telegraph bonds shortly to 
appear on the market. Public participation in these 
convertibles has been widespread, despite their mod- 
erate yield, because of their safety feature and 
and liberal conversion terms. 

One factor that may influence bonds prices some- 
what in the coming year is the current wide spread 
between bond yields and dividend returns on com- 
mon stocks. Only once in the last fifty years has the 
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gap been so wide as of late, with the yield on many 
high grade industrial stocks better than 6% com- 
pared with 2.60% for top grade industria] bonds. 
Many observers attribute the strong uptrend in 
stock prices since midyear importantly to renewed 
confidence that current high yields will hold for at 
least many months ahead. 

With investment bankers generally promoting 
this assumption, it is possible that a good many 
cautious investors who have held bonds in their 
portfolios may liquidate them on an increasing 
scale in order to acquire equities with more satis- 
factory yields. On the other hand, institutional de- 
mand for top grade bonds is so consistently strong, 
while aggregate holdings of industrial bonds by 
individuals are relatively limited, that even whole- 
sale liquidation by the latter source could hardly 
affect the prices significantly. This of course would 
also apply to individuals now in a position to realize 
substantial capital gains on their bond holdings, 
regardless of their reinvestment policies. 


Second Grade Rail Bonds Active 


As yields of 5% or better are obtainable from a 
good many second grade rail bonds, speculative in- 
terest in this group has been active for the past six 
months, resulting in a rise of Barron’s index from 
a low around 82 to slightly above 87. The general 
downtrend in railroad earnings in the current year 
due to rising costs, reduced car loadings, the coal 
and steel strikes, along with lower passenger traffic, 
have combined to cloud the outlook for the weaker 
rails. With careful selectivity, though, some of the 
second grade rail bonds that still have a fair earn- 
ings coverage are available to yield an interesting 
return. If operating conditions among the railroads 
tend to improve in 1950, hinging partly on settle- 
ment of the coal strike and benefits from higher 
freight rates, it is probable that prices of selected 
bonds in this division may become firmer. 

It is notable that average yields on public utility 
bonds are somewhat more favorable than on the 
industrials. Considering the traditional stability of 
the utility industry, this may seem rather unusual. 
The $6 billion postwar expansion program of the 
utilities, however, has stimulated long term borrow- 
ing by this group on an extensive scale, hence in- 
creasing the supply of bonds. Currently an average 
yield of close to 2.7%, while unattractive to in- 
vestors needing a higher return, is a little better 
than the 2.6% generally obtainable from industrial 
bonds, and the risk factor also carries greater 
weight. By and large, the market for utility bonds 
in 1950 should not fluctuate materially. 

The tax exempt income from municipal bonds and 
their relatively riskless character makes them a 
popular medium for investors with higher income, 
but the demand for them mainly stems from the 
insurance companies and banking institutions. The 
longer maturities of top grade muncipals are now 
priced to yield about 1.7%, though those of smaller 
communities and special revenue districts provide 
a return of 2% or better. 

In 1950 new issues of muncipals seem likely to 
swell in amount, as has been the case for the past 
two years. Voters have already approved issues 
aggregating more than $1.3 billion to finance soldier 
bonuses and public works. Offerings of these record 
amounts will probably preclude any uptrend in 
market prices and at (Please turn to page 404) 
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SOUTH PORTO RICO RUGAR — GLEN ALDEN COAL CO. — CHESAPEAKE & OHIO R.R. 





By GEORGE L. MERTON 


yo the more confident attitude of 
investors towards sound issues, revealed by the strong 
uptrend in stock prices in the past months, certain 
equities that provide exceptions to the general rule 
continue to worry many of our subscribers. Our mail 
indicates widespread uncertainties as to the under- 
lying causes accounting for the laggard behavior of 
a few stocks in particular, with the request for in- 
formation as to whether unfavorable operating con- 
ditions, reduced dividends or more obscure factors 
may be of temporary or prolonged influence. As many 
of our readers may be interested in these same situa- 
tions, a discussion in our columns seems appropriate. 


South Porto Rico Sugar Company 


Holders of sugar company shares, perhaps more 
than in most other industries, continuously face a 
variety of uncertainties. This because while sugar 
demand varies little from year to year and slowly in- 
creases as population expands, the world supply fluc- 
tuates broadly, causing significant swings in sugar 
prices. Dependence on weather conditions, political 
factors, quotas and foreign exchange problems help 
to obscure the outlook. Considering all of these basic 
handicaps, the average earnings experience of South 
Porto Rico Sugar Company over a period of half a 
century has been quite satisfactory, although in vari- 
ous periods net income has widely differed. As evi- 
dence of above average good management, some divi- 
dends have been paid in all but two of the past 30 
years, an exceptional record for a concern in this rela- 
tively unstable industry. 

What seems to disturb some investors is the stock’s 
price action; a recent price of 3514 for the shares is 
far below the peak of 6014 established in 1945 and 
current yield of around 11% may be a warning sig- 
nal of reduced dividends in the near term. Additional 
anxiety has been felt over the enforced sale of most 
of the company’s sugar lands in recent years to the 
Land Authority of Puerto Rico, not to mention a pros- 
pect for much higher income taxes for the Dominican 
subsidiaries. 

In studying all of these problems, it should be 
realized that only under very abnormal postwar con- 
ditions was South Porto Rico Sugar able to report 
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annual earnings at an all-time peak of $12 per share 
in 1947. A sharp drop in prices for raw sugar and 
molasses reduced net income to $6.98 a share in 1948 
and until midyear of 1949 most observers forecast a 
further decline in profits. In the fiscal year ended 
September 30, 1949, however, firming prices for 
sugar enabled the company to expand its sales by 
about $2 million over the previous year and to earn 
$7.01 per share. Quarterly dividends of $1 per share 
were paid throughout 1949, plus $2.31 representing 
the second and final liquidating dividend of Russell & 
Company, the former land-owning subsidiary in 
Porto Rico. 

Looking ahead into 1950, opinions seem to differ as 
to the probable course of sugar prices. The Depart- 
ment of Agriculture has recently set the import quota 
for the United States at 7.5 million tons, only slightly 
below last year’s total after allowing for periodic re- 
adjustments of quotas. Lawrence Myer, director of 
the sugar division, has opined that neither wholesale 
nor retail sugar prices will vary much in 1950, but 
some trade experts predict a moderate decline. As 
South Porto Rico Sugar Company has contracted to 
sell its entire 1950 Dominican sugar output to the 
British Government on a satisfactory basis and its 
export quota to the United States is unlikely to vary 
much from last year, it is quite possible that by ordi- 
nary standards the company may have another good 
year in prospect. 

In further support of this premise, South Porto 
Rico Sugar has only a small inventory carryover from 
1949 and has spent substantial sums for modernized 
equipment for its mills in both Puerto Rico and in the 
























































| 
South Porto Rico Sugar 
eas Fiscal Years Ended Sept. 30 
1949 1948 
Total Operating Revenue (000 omitted)... $32,847 $30,886 
Operating Profit (000 omitted)... $ ~7,380 $ 7,949 
Operating Margin . 22.4%, 25.7%, 
Net Profit (000 omitted)... $5,631 $ 5,608 
Net Profit Margin 17.1% 18.1% 
Net Per Share ee | $ 6.98 
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SOUTH PORTO RICO SUGAR 


PSU 





Funded Debt: 
Shs. $2 Pfd: 200,000 - $25 par 
Shs. Common: 745,734 - no par 
Fiscal Year: Sept. 30 


None 


THOUSANDS OF SHARES 


1938 1939 1940 1941 1942 1943 1944 1945 1946 


4. 
4 


12.5 | 16.5 17.5 19 


Dominican Republic. This new machinery should in- 
crease production and tend to reduce costs at both 
locations. While climatic conditions indicate a some- 
what reduced cane crop in the Dominican Republic, 
the reverse holds true in Puerto Rico. Furthermore, 
many investors may not realize that the company is 
entitled to receive all the cane produced from its 
former large acreage in Puerto Rico, although it no 
longer owns the land. On the whole, there seems little 
on the immediate horizon to create anxiety over the 
operations of this old established sugar concern. 

In the long run, however, the restoration of sugar 
plantations in the Philippines and increased output in 
Cuba and elsewhere may cause another world glut of 
sugar, as has more than once occurred in the past. 
While, as said, South Porto Rico Sugar has sur- 
mounted these difficulties rather well, it must be ad- 
mitted that its earnings currently are still a good deal 
too high for long term dependability. In our opinion 
the present price of the stock should be weighed by 
long term holders in relation to average earnings 
closer to $3 per share than around $6. Acceptance of 
this view would indicate that the shares are hardly a 
bargain at current price levels, though present hold- 
ers might be wise in retaining them in their port- 
folios. The company’s financial position is very strong 
and being an American company, it is possible that 
Government controls may benefit its 
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erations have been consistently 
profitable, with net income steadily 
rising in the 1944-48 period to an 
all-time peak of $6.3 million or 
$3.67 per share in 1948. 

Conditions in the coal industry 
more recently have of course been 
rather chaotic because of the coal 
strikes, three-day work weeks and 
the intransigeant attitude of John 
L. Lewis. An accumulation of labor 
troubles towards the end of 1949 
led the directors of Glen Alden to 
omit the final quarterly dividend, 
depressing the price of the shares 
to a low of 1514 for 1949, from 
which level they have recovered 
only fractionally. This stock is 
traded on the Curb Market and 
earlier last year sold as high as 
2134; it topped 25 in three of the 
four previous years. The poor mar- 
ket behavior of the stock in recent 
months, coupled with the dividend 
omission, has been naturally dis- 
concerting to some investors. 

For six months ended June 30, 
1949, Glen Alden’s gross income of $42.5 million com- 
pared with $54.4 million in the same period of 1948, 
the reduced volume paring net income to 96 cents a 
share versus $1.74. The mild winter of 1948-49 re- 
duced demand for anthracite measurably in the first 
half year, leading to sharp production curtailment, 
and in the summer months when consumers and deal- 
ers usually replenish their supplies, this factor exerted 
less than its usual influence. Added to this handicap, 
the placing of hard coal miners on a three-day work 
week basis further reduced output and sales. As these 
conditions have continued to plague the anthracite 
industry to the end of the year, it can be taken for 
granted that Glen Alden’s earnings in the last six 
months were rather discouraging. 

The opening of the new year finds this company 
and other leaders in its group stubbornly resisting 
demands for a straight $15 per day wage rate and an 
increase of 20 cents per ton in royalty payments. The 
longer this situation persists, though, the more urgent 
the need for some settlement. As this event will prob- 
ably occur early in 1950, it is safe to assume that hard 
coal production will soon swing sharply up again and 
earnings of Glen Alden follow a similar pattern. It is 
also rational to expect a resumption of dividend pay- 
ments in the not distant future. 

Over the longer term, though, it should be realized 
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medium term operations more than 
some might conjecture. 


Glen Alden Coal Company 


For many years, this concern has 
ranked as the largest producer of an- 











thracite coal, sold under the trade 





name “Blue Coal.” Its large reserves 





in the Pennsylvania fields are esti- 





mated at about 400 million tons and 





its mines have a rated capacity of 
about 15 million tons annually. Yearly 





output for twenty years prior to 1949 

















has been exceptionally steady and op- 
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=a 
Glen Alden Coal Company | 
—_ Goats, | 
6 Months | 
Ended Ended Ended Years Ended 
June 30 Dec. 31 June 30 December 31 
ee 1949 1948 1948 1948 1947 _ 
Total Revenue (000 omitted }| $42,565 $51,430 $54,441 $105,871 $90,364 
Operating Profit (000 omitted). $ 1,947 $ 5,046 $ 4,085 $ 9,132 $ 7,757 
Operating Margin 4.5% 9.8% 157, 8.6%, 8.5% 
Net Profit (000 omitted) $ 1,660 $3,351 $3,012 $ 6363 — $ 5,467 
Net Profit Margin 3.9% 6.5% 5.5% 6.0% 6.0% 
Net Per Share - §$ 96 $ 1.93 $ 1.74 $ 3.67 $ 3.15 
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that steadily increasing costs for 
coal seriously threaten to price this 
fuel out of the market. This is es- 
pecially true of anthracite because 
transportation costs from the lim- 
ited sources from which it is mined 
narrow its market potentials at 
best. Additionally, the rapid en- 
croachment of natural gas and fuel 
oils into all markets in which coal 
was formerly entrenched shows 
signs of assuming an accelerated 
pace. Operators of hard coal mines 
also feel the pinch of high wage 
and royalty costs more severely 
than in the case of soft coal, for 
mechanization to offset rising costs 
is much less practical. Altogether, 
the long term outlook for the in- 
dustry is none too bright and the 
shares of even the best situated 
concerns must be considered as 
very speculative. 

A nearer term perspective of 1939 1941 | 1942 
Glen Alden Coal Company, sug- 2 : 3 
gests that the recent price for its = 
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shares has adequately discounted 
the temporary omission of divi- 
dends and unsettled conditions oc- 
casioned by labor difficulties. This 
is by no means the first time the 
company has had to contend with 
operating difficulties, and its abil- 
ity to surmount them is well indi- 
cated by the fact that since 1922 
dividends have been paid regular- 
ly except in 1932-33 and in the final 
quarter of 1949. Our advice to 
present holders of the stock ac- 
cordingly is to sit tight in anticipa- 
tion of more favorable prices and 
dividend treatment which may 
eventuate within a reasonable time 
although to acquire or retain these 
equities for an extended period 
would seem less wise. 


Chesapeake & Ohio Railway Co. 


One of the relatively few stocks 
to end 1949 with a price lower than 
a year (Please turn to page 404) 
JANUARY 


14, 1950 





Eastern RR — 


Fixed Obligations: $329,784 ,000 
Shs. $3.50 Pfd: 
Shs. Common: 

Fiscal Year: Dec. 31 


THOUSANDS OF 


1938 1939 1940 1941 1943 


197,704 - $100 par 
7,817,099 - $25 par- 


1944 


Chesapeake and Ohio Railway 
3 1949 
October and —Quarterly Income Statistics 
November 1 949 _________ ———.1948—___— 
een oS a Combined — Sept.30 June 30 = March3!_ ~—Dec.34 ~~ Sept. 30 _ 
[Gross Revenues (000 omitted) en ____ $35,436 $62,131 $84,089 $71,105 $84,918 $91,208 _| 
| Net Railway Operating Income (000 omitted ) aes $ 048 $ 2,853 $13,01 1 $ 8,437 $10,506 $15,598 | 
| % Net Railway Operating Income to Gross... Nil 45% 15.4% 11.8% 12.3% 17.1% 
| Net Income (000 omitted) __(d)$ 2,652 $ ,092 $10,256 $ 5,348 $ 5,708 $10,078 | 
[Net Profit Margin. oe : wu 2D TST NO _| 
\ Net Per Share... Se ee -- _(d)$ 35 (d)$_ .02_ $1.29 $ 66 $ 1.07 $ 1.26 | 
| (d)—Deficit. | 
— : a ee — : : — 
CHESAPEAKE & OHIO RY. co 
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Wait 


As a rule, it has not paid to buy 
stocks during the forepart of Jan- 
uary. This is the period when 
seasonal factors make their maxi- 
mum contribution to year-end ad- 
vances. Checking the Dow indus- 
trial average back for 53 years, 
there were 26 years in which at 
some time during the first quarter 
it sold moderately under the top 
level of the first half of January; 
17 years in which, by the same 
reckoning, it went sharply lower; 
and only 10 years in which the 
period from January 15 to the end 
of March failed to see the average 
under its January 2-15 high. 
Among the latter, oddly enough, 
the year 1930 was the most nota- 
ble example—the average rising, 
with virtually no interruption, 
from 244.20 on January 2 to 
294.07 on April 17. After that, the 
market again “fell out of bed,” as 
many will recall. 


Video 


At the start of 1949 there were 
slightly less than 1,000,000 tele- 
vision receiving sets installed in 
this country. By the end of the 
year this had grown to approxi- 
mately 3,500,000. Opinion in the 
trade is that 1950 sales will in- 
crease by about 50% over those 
of 1949, carrying total sets in use 
to over 7,000,000 by the end of 
the year. Of course, this is little 
better than a guess. Video surely 
has large further growth ahead, 
over a period of at least some 
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years. But the rate of growth in 
any one year may be conditioned 
by general business factors or by 
major technical developments. For 
example, when color video begins 
actually to “loom up,” sales of 


present-type sets will slump. How- 


ever, 1950 will in any event be a 
good year for this new industry. 


In no other field are comparable 


volume gains indicated. The busi- 


ness is intensely competitive, of 


course. In the case of the more 
successful manufacturers, 
ever, the usual benefits of increas- 


how- 


ing output are so far balancing 


the downtrend in selling prices, 
with the result that profits con- 
tinue to rise. 


Companies 


Among video manufacturers, 
the surprise of 1949 was Ad- 
miral’s performance as regards 
sales, profits and stock market 


rise, compared with disappointing 





results from Philco, which many 
had expected to be the leader in 
television, as it had been in ra- 
dio. Allowing for Admiral’s 2- 
for-1 split, the stock is now ma- 
terially above Philco. That they 
might well “cross” each other in 
this fashion was foreseen by this 
column some time ago. Magnavox 
was one of the year’s notable dis- 
appointments, due to unforeseen 
working - capital problems. The 
booby prize went to Farnsworth 
which, in the midst of the video 
boom, would have been wiped out 
had it not been taken over by a 
subsidiary of International Tele- 
phone. The industry will remain 
in a state of flux for some time, 
but fast growth means relatively 
fast maturity. There should be 
fewer surprises, as regards to 
changes in company positions, in 
1950 than there were in 1949. Ad- 
miral seems likely to “stay up 
there” in competitive position, 
but further percentage gains will 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1949 1948 

Nov. 30 Quarter $ .82 $ .61 
.. Nov. 30 Quarter 1.41 1.97 
Dec. 3 Quarter 56 15 
9 mos. Nov. 30 1.50 1.25 
12 weeks Nov. 12 18 .07 

. 11 mos. Nov. 30 4.46 2.98 
Year Sept. 30 6.04 4.63 
Year July 31 1.84 1.07 
Year Sept. 30 7.01 6.98 
Sept. 30 Quarter -18 15 
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be less spectacular, and the cream 
is out of the stock. Radio Corp. 
may well remain No. 1 in total 
number of sets sold. Philco will 
very likely fare better on the 
video end of its business than it 
did last year. With some lessons 
learned, Magnavox should also 
fare better, aided by its respected 
trade name in the quality field. In 
short, as the horses near the fin- 
ish in the 1950 race, this column 
looks for them to be at least some- 
what more closely bunched—per- 
haps we should say less widely 
spaced—than was the case in the 
1949 race. 


DuMont 


DuMont Laboratories, traded 
over-the-counter and dominated 
by its founder, Dr. Allen B. 
DuMont, is the most complete and 
most successful “pure television” 
company. That is, it was never in 
radio; and it does not make re- 
frigerators or other household 
appliances. It has no interests ex- 
cept television. Therefore, for a 
direct, undiluted speculation on 
the long-term growth of video, 
DuMont is probably the most logi- 
cal choice. It makes receivers, 
which are well established in the 
moderate - price and high - price 


field; it makes some key parts for © 


receivers, including cathode-ray 
tubes; it makes video transmit- 
ting equipment; and it owns and 
operates stations in New York 
(WABD), Washington (WTTG) 
and Pittsburgh (WDIV), which 
are the nucleus of a network of 
more than 30 stations now carry- 
ing DuMont programs. Gross vol- 
ume rose from $11.1 million in 
1947 to $26.9 in 1948, and prob- 
ably was around $45 million in 
1949. Profits have risen to the 
vicinity of $2 a share, despite non- 
recurring 1949 expenses for relo- 
cation of some plant facilities. 
Dividends of 50 cents a share are 
being paid on the Class A com- 
mon. All of the Class B is owned 
by Paramount Pictures. The Class 
A stock, available as low as 11 at 
times in 1949, is 1514 bid and 
1614 asked at this writing. The 
telecasting stations, still in the 
red, may be within 12 to 18 
months of profits. The stock is not 
statistically cheap — but, then, 
speculative growth situations 
never are. What the ultimate pos- 
sibilities may be, this column does 
not know. They might be spec- 
tacular; they might be disappoint- 
ing. All that can be said is that 
DuMont is now well-established, 
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and is making impressive year-to- 
year progress. If you want to 
speculate on television, and noth- 
ing but television, this is the 
stock. 


Pennsy 


Among the railroad _ stocks 
which have recently come to life 
are Pennsylvania. This one-time 
investment favorite is now quite 
speculative, even though the sys- 
tem is still financially strong and 
dividends—token amounts for the 
record in some years—have been 
paid each year since 1847, or for 
more than a hundred years. Due 
to the coal strike and preparations 
— including heavy maintenance 
outlays—for the shift last Sep- 
tember 1 to a 40-hour work week 
for non-operating employees, earn- 
ings for 1949 fell to an estimated 
$1 a share or so, from 1948’s 
$2.61 a share. Since decisive oper- 
ating economies have been made, 
or are assured, from the progres- 
sive substitution of Diesel loco- 
motives for steam locomotives, 
and from a reduction in non-op- 
erating personnel, a major im- 
provement in 1950 earnings is “‘in 
the bag’—provided general busi- 
ness conditions do not differ 
greatly from 1949, and provided 
bituminous coal is mined on a 
more normal schedule. This po- 
tentiality might facilitate some 
further rise in the stock, which is 
now around 17, compared with 
highs of 221% in 1948, 26% in 
1947 and 4714 in 1946. 


Diesels 


Very few railroads have com- 
pleted the shift to Diesels. Those 
which have, and those which are 
far along, have derived tremen- 
dous advantage therefrom — al- 
though what has been saved has 
gone much more to pay higher 
wages than to shareholders in 


dividends. There is no argument 
about it. Rail managements are 
sold on Diesels. But the full shift 
runs into a capital cost of hun- 
dreds of millions of dollars, and 
will have to be spread over a con- 
siderable number of years. Gen- 
eral Motors has become and will 
remain the dominant maker of 
Diesel locomotives. The profits 
therefrom could well be envied by 
other locomotive makers, such as 
American or Baldwin, yet are 
modest compared with General 
Motors’ earnings from auto pro- 
duction. 


Pacific Lighting 


Operating entirely in Southern 
California, Pacific Lighting is the 
country’s largest distributor of 
natural gas. It has expanded 
greatly in recent years and gross 
revenue has trended up. However, 
costs have risen disproportion- 
ately. Contrary to general expe- 
rience in the natural gas industry, 
net income is about where it was 
for 1946 and 1947. Since equity 
capitalization has been increased 
to finance expansion, share earn- 
ings in 1949 sagged to the lowest 
level since 1945’s $3.02 a share; 
and now provide only moderate 
coverage for the long-established 
$3 dividend rate. It is believed 
that the California utility com- 
mission will grant a substantial 
rate increase before long, hear- 
ings on the matter already having 
been completed. If the relief ap- 
proximates that granted by the 
same commission for the gas busi- 
ness of Pacific Gas & Electric, it 
would add something like $3 a 
share to Pacific Lighting’s earn- 
ing power. On that basis, earnings 
could readily attain an annual 
rate not far from $7 a share, in- 
creasing the investment attrac- 
tion of the $3 dividend and mak- 
ing an_ eventual liberalization 

(Please turn to page 408) 


























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1949 1948 
Schenley Industries .................................. Nov. 30 Quarter $2.42 $3.02 
NGI INOR URGENT Cocos dc cs caresses setysracessecss: 6 mos. Nov. 30 1.35 1.63 
U. S. Smelting, Ref. & Mining........ 11 mos. Nov. 30 1.21 4.76 
PRONG CORRS... 5555 sens cocci scccss 4 Nov. 30 Quarter 2.22 2.46 
ON RNC ooo iis cs cfoct cages eres nasecekyiades . Year Oct. 31 4.84 4.87 
Swit G& Coi........0006055..: ; : . Year Oct. 29 4.36 4.71 
Natonal Battery Co................................... 6 mos. Oct. 31 4.17 4.55 
American Dstling Co................................. Year Sept. 30 3.45 4.12 
Black & Decker Mfg. Co........................... Year Sept. 30 5.98 7.30 
Willys-Overland Motors .......................... Year Sept. 30 1.04 2.39 
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A 
Answor to Jnquirt 





The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Koppers Company, Inc. 
Please furnish information as to the 
extension and diversification of opera- 
tions during 1949 of Koppers Company 
and also recent earnings. 


E. Y., Atlantic City, N. J. 


Koppers Company , Inc. made 
further gains in extending and 
diversifying its activities during 
1949. 

Approximately $5 million was 
expended during the year for capi- 
tal additions and replacements, 
bringing the total expended for 
these purposes since World War II 
to more than $37 million. During 
this period, the company has en- 
tered into many new activities, has 
acquired new plants, and modern- 
ized older plants to attain more 
efficient operations. 

To enlarge its scope of service, 
Koppers completed a new wood 
preserving plant at Richmond, 
Virginia, purchased a plant which 
makes road materials at Rochester 
New York, and started construc- 
tion of a plant to manufacture pipe 
coatings at Port Arthur, Ontario, 
during 1949. It also purchased 
Freyn Engineering Company, 
Chicago, and its wholly-owned 
subsidary, Open-Hearth Combus- 
tion Company, a well known firm 
engaged in engineering and con- 
struction of steel plants and their 
auxiliaries. 

Company was also active during 
the year in a number of foreign 
countries. An extensive survey, 
looking towards expansion of 
India’s steel industry, was com- 
pleted. In Nova Scotia, Koppers 
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built and put into operation a large 
battery of coke ovens for Dominion 
Steel Company. In Chile, work on a 
$70 million integrated steel plant, 
being erected under Koppers 
supervision, progressed rapidily 
and the entire plant will be in oper- 
ation by mid-1950. 

In the plastics field, Koppers 
continued to grow and several 
new types of plastics with im- 
proved qualities will be placed on 
the market in 1950. The company 
Metal Products Division built two 
17 million cubic feet gas holders, 
the largest in the country. A new 
gas department was formed in 
the Engineering & Construction 
Division, this department being 
equipped to offer a completely 
“package” service to the Ameri- 
can gas industry, including manu- 
facture of needed equipment, 
erection of facilities, and consul- 
tation and advice on operating 
problems. 

Consolidated earnings for nine 
months to September 30, 1949, 
showed net sales of $148,912,973 
and net income of $5,356,242 or 
$3.03 per share. This compares 
with net sales of $144,615,188 and 
net income of $6,831,770 or $5.67 
per share in the nine months to 
September 30, 1948. 

Dividend in 1949 totaled $2.00 
per share against $1.60 in 1948. 


Nash-Kelvinator Corporation 


I would like information regarding 
Nash-Kelvinator Corp. as to sales vol- 
ume, net profit expansion program and 
working capital position. 

G. W., Pleasantville, N.Y. 


THE MAGAZINE 


New records were established 
by Nash-Kelvinator Corporation 
in fiscal 1949 for volume of pro- 
duction, sales, earnings and value 
of stockholders equity in the 
business. 


Greater volume, together with 
manufacturing economies from 
improved equipment added since 
the war, and other factors, 
increased the company’s profit 
margin to 7.2 cents per dollar of 
net sales, compared with 6.6 cents 
in 1948 and 3.8 cents in 1941. 
As a_ result, price reductions 
ranging from $94 to $266 on Nash 
automobiles and $10. to $30. on 
appliances were possible during 
the year. 

Net sales of $364,193,360 in the 
fiscal year ended September 30, 
1949, exceeded by 20% the pre- 
vious record total of $302,860,264 
in 1948. Net earnings were 
$26,229,930 or $6.04 per share 
against $20,132,954 or $4.63 per 
share in 1948. 


The company has spent $50- 
668,950 in the past four years for 
expansion and modernization of 
plant facilities, tooling and pro- 
vision for the needs of subsidi- 
aries. Also long-term debt has 
been reduced $14 million and 
working capital has been in- 
creased $33,070,192, and divi- 
dends of $18,105,673 have been 
paid in the same period. 


The company’s postwar expan- 
sion program is nearing com- 
pletion, but further expenditures 
will be necessary in 1950 for tool- 
ing and facilities for production 
of an entirely new line of passen- 
ger cars to supplement the present 
series. These cars will enter Nash 
in a new price field and their in- 
troduction will be a move of ma- 
jor importance to the company’s 
future. 

Production of Nash cars in fis- 
cal 1949 totaled 139,521 units, an 
all-time record, 16% ahead of 
1948 and more than double the 
company’s average production for 
the five prewar years 1937-41. 

Output of Kelvinator and 
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Leonard household appliances 
were 620,060 units against 584,- 
107 in 1948, the previous record 
year. Production of commercial 
appliances—ice cream cabinets, 
beverage coolers and commercial 
condensing units—was 82,050 
units against 186,383 in 1948. 
Most of the decline was due to 
reduced sales of independent 
manufacturers of home-freezers, 
vending machines and water cool- 
ers who had been using Kelvina- 
tor condensing units in their pro- 
ducts. Total unit production of 
appliances, however, was twice 
as large as it averaged in the five 
prewar years. 

Working capital on September 
30, 1949 was $71,822,366, the 
highest level in the corporation’s 
history and $8,044,889 higher 
than a vear ago. 

Dividends of 35 cents per share 
quarterly have been paid since 
December 1947 and a special divi- 
dend of 75 cents per share was 
paid in December 1949 and total 
payments for the year were 
$2.15 per share against $1.40 paid 
in 1948. 


Swift & Company 

Please report recent operations of 
Swift & Company, cash position and 
prospects for 1950. 

P. A., Evanston, Ill. 

Sales and net earnings of Swift 
& Company during the 1949 fis- 
cal year which ended October 29, 
were slightly below the preced- 
ing fiscal period. 

Total sales were $2,213,160,242 
compared to $2,261,114,041 in 
1948. The 6.3% dip in dollar 
volume resulted from lower mar- 
ket prices of most products han- 
dled by the company. Total tonn- 
age during 1949 was 5.9% larger 
than a year ago. 

Net earnings in 1949 from all 
company operations were $25,- 
826,129 compared to $27,889,210 
for 1948. Net profit on the averag 
sales dollar amounted to 1-1/5 
cents per dollar of sales. Earnings 
per share were $4.36. 

On meat operations alone, 
earnings averaged about 1/3 of a 
cent a pound. 

The company’s cash position 
was improved during the year. 
Long term receivables were re- 
duced from$42,562,713 to $16,- 
931,698. These items were chiefly 
tax claims resulting from partial 
or complete restoration of basic 
Lifo inventories that had been in- 
voluntarily reduced during the 
war period. 

Because of this liquid position, 
retirement of $24 million deben- 
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tures on January 23, 1950, will re- 
sult in an estimated interest sav- 
ing of $3 million over the remain- 
ing life of the issues. 

Net fixed assets (plants, equip- 
ment, etc.) were increased $10,- 
745,188 during the year, about 
half the increase in each of the 
two previous years. $5 million 
was appropriated from accumu- 
lated earnings as an addition to 
the reserve for high cost additions 
to fixed assets. 

The past year was another year 
of sharp ups and downs in market 
prices for meat and related pro- 
ducts. Year-end prices of lard and 
shortening were about 40% lower 
than the peak during the fiscal 
year. Dairy and poultry prices 
were generally lower. The down- 
ward trend of by-product prices 
were unusually severe in some 
cases. 

It is likely that 1950 meat sup- 
ply will be slightly larger than 
for 1949. The Department of 
Agriculture looks for an increase 
of 3 to 4%. 

Meat consumption in 1950 is 
expected to approach an average 
of 150 pounds per person. This 
is about 3 pounds above 1949, and 
16 pounds above the pre-war 
(1935-39) average. 

Prospects for early 1950 for the 
various divisions of the company’s 
operations appear favorable. 

Dividends including extras to- 
taled $2.35 a share in 1949 against 
$2.60 paid in 1948. 


Joy Manufacturing Company 

Please explain decline in earnings of 
Joy Manufacturing Company in the past 
year and also comment on overseas activ- 
ities and dividends. | 

K. C., Atlanta, Georgia 

Joy Manufacturing Company 
for the fiscal. year ended Septem- 
ber 30, 1949, showed net income 
of $3,890,813 or $4.41 per share 
on 881,638 shares outstanding. 
This compared with 1948 earning 
of $6 958,925 or $8.14 per share 
on 854,854 shares then outstand- 
ing. 

Included in the stock outstand- 
ing on September 30 are 26,784 
shares issued on June 30 to stock- 
holders of Mines Equipment Com- 
pany, but earnings from this 
wholly-owned subsidiary were in- 
cluded only for the final three 
months of the fiscal year. As dis- 
tinguished from the _ previous 
year the company’s 1949 earnings 
didn’t have the advantage of 
dividends paid or engineering fees 
transmitted to the parent com- 
pany by foreign subsidiaries. 
However, profits of these subsidi- 


aries and accrued engineering fee 
after allowing for applicable tax 
amounted to $264,000. 

Sales for the year amounted to 
$52,374,577, a decline from the 
1948 record volume of $62,653,- 
038. 

The drop in last year’s earn- 
ings was brought about by ad- 
verse conditions in the coal min- 
ing industry. Limited coal pro- 
duction continues and these dis- 
turbing conditions affect com- 
pany’s sales and shipments of coal 
mining equipment. 

The decline in company’s earn- 
ings led directors to reduce the 
quarterly dividend and omit any 
year-end extra at the November 
meeting. 

Company’s business not de- 
pendent on coal mining was gen- 
erally well maintained. Several 
domestic lines and export totals 
showed increases for the year. 

Overseas activities include sub- 
sidiaries in Britain, France, Bel- 
gium, South Africa and Austra- 
lia. Arrangements were made re- 
cently to coordinate effectively the 
sales of the parent company with 
the manufacturing programs and 
sales of the wholly-owned over- 
seas subsidiaries. Prospects for 
the company in overseas business 
in the coming year seems prom- 
ising. 

Current quarterly dividend is 
50 cents per share. Total dividend 
payments for 1949 amounted to 
$2.90 per share against $3.40 paid 
in 1948. 


A. M. Byers Company 

Please report sales volume, net in- 
come, ratio of current assets to current 
liabilties and dividends of A .M. Byers 
Company. M. G., Harrisburg, Pa. 

Net income after taxes of A.M. 
Byers Company, was $1,724,223 
in 1949 compared to $2,331,034 in 
1948. This covers the fiscal year 
ended September 30, 1949. 

Sales for the fiscal year were 
$29,271,596 compared to $31,710,- 
812 for 1948, a drop of 7.6%. 
Sales for 1948, in unit volume, 
represented maximum _produc- 
tion, with the company’s plants 
operating at full capicity through- 
out the year. 

Of 1949 total sales, $22,839,332 
was for wrought iron pipe and 
other wrought iron products, and 
$5,998,160 for electric furnace 
steel products and steel conver 
sion. 

Net income for the first two 
quarters of the year, ending 
March 31, 1949, exceeded those 
reported for the corresponding 

(Please turn to page 408) 
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By E. K. A. 


Christmas trade culminated in a tremendous spurt but by 
and large it was characterized by “more things and less dol- 
lars.” Even with this last minute gain, retail trade in 1949 will 
6 have ranged about 4%, be- 

low the dollar volume of the 
BUSINESS ACTIVITY 


last two years, and depart- 











about 7%, on an average. 
4 Individual stores have been 
reporting increases in trans- 


in actions ranging from 2%, to 
, 12°. On the whole, this is a 
healthy picture, and the im- 

170 — mediate outlook is colored 


by the pumping into trade 
channels of a large slice of 
the $2.8 billion veterans’ in- 
surance dividends over the 


TT Tee 


Two 
near months, the bulk of 
= which, it is believed will be 


quickly spent. 

Heads of retail enterprises 
who have expressed them- 
selves on the outlook for the 
first half of 1950 vary consid- 
erably in their estimates on 
the probable sales trend, 
with guesses ranging from 
5°%/, down to 5% up. Quite 
a number however anticipate 


140 


il} 


130 


120 that sales will approximate 
I) | 1949 levels or do just a little 

com better, an anticipation large- 

110 ly based on what they con- 


sider the improved consumer 
psychology. Last year, it is 
recalled, consumers were 
worried and holding back on 
spending. This year the pub- 
lic is in a better frame of 
mind and less concerned 
about the possibility of a re- 
cession. Statistically, 1950 
comparisons with 1949 will 
look better than 1949 com- 
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PER CAPITA BASIS ment store business will be - 
a. W. S. INDEX off about 5% on a nation- 
wide basis. The reason why 
OFF nt more things have been sold 
. for less money is lower prices 
which according to some 
190 — estimates have decreased 


parisons did with the peak 1948 figures unless there should be 
further marked price declines which appear unlikely at this 
juncture. Even then, unit volume should hold up fairly well. 

In the overall economy the usual seasonal decline has not 
appeared and recovery from recent major strike setbacks is 
progressing more rapidly than anticipated. The FRB index of 
industrial production in November sees recovered to 171% 
of the 1935-39 average from 166% in October when it was 
pulled down sharply by strike impacts. Indications are that in 
December, the index will be slightly above the September (pre- 
strike) figure of 1749. The November improvement was aided 
not only by seasonal trends and above all by the ending of the 
steel strike, but also by full-scale operations in soft coal mines 
during the last three weeks of November. The mines are back 
on a three-day week now. If, nevertheless, the December index 
should reach 174%, as anticipated, the implied improvement 
in industrial production would be relatively greater. As to Janu- 
ary, the big question mark is the coal supply, now rapidly 
dwindling, and the potential impact of this factor on industrial 
operations. John L. Lewis, it seems, once more will determine 
how far the recovery can go, or else the Administration by tak- 
ink appropriate steps to end the coal impesse. 


Rise in New Orders 


At any rate, business last month has been duplicating the 
1949 high reached last May, and the improvement has been 
widespread. Manufacturers’ new orders have about equalled 
their sales in recent months which contrasts with the period from 
1947 to mid-1949 when sales consistently outran new business 
and huge backlogs of orders built up after the war were steadily 
reduced. It took a strong pick-up in incoming orders in August 
and September to reverse the declining trend in new business 
in progress since the previous autumn. New orders reached 
their highest levels of 1949 in those months, then dropped off 
in October as the steel and coal strikes brought on uncertainties 
in the business picture. 

Back in 1946, order backlogs among durable goods indus- 
tries averaged about six months’ sales. By mid-1949, they were 
reduced to the equivalent of about 2!/, months’ sales, still sub- 
stantial by prewar standards when, as in 1939, unfilled orders 
were close to 1!/2 months’ sales. 

The recent rise in new orders was strongest for electrical ma- 
chinery and equipment but, the FRB remarks, the situation in 
non-electrical machinery has been “less strong.” A feature, 
however, is the latest sharp pickup in machine tool orders, partly 
due to retooling by the automobile industry but in part also 
accounted for by rising demand for labor-saving machinery. 
How far the momentum of the current spurt will carry remains 
to be seen. Overall, as we enter 1950, the underlying optimism 
contrasts sharply with the caution and hesitancy, if not pessi- 
mism which prevailed a year ago. 
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The Business Analyst 





MONEY AND CREDIT—With the short interest largest since 
July, 1932, all three of our major common stock indexes closed 
the old year at the best levels of the year, with 22 of the 46 
group indexes also registering new highs for various periods, 
as tabulated on the second page following. Our combined 
average of 320 active common stocks closed the old year 
11.1% higher than it started, with the high-priced stocks up 
10.6%, and the low-priced stocks up 12.6%. Six of the group 
indexes, however, were down on the year by various amounts. 
These were coal mining, copper and brass, miscellaneous non- 
ferrous metals, radio and television, railroad equipment, steel 
and iron. Particulars regarding these striking cross-currents in 
last year’s market are presented elsewhere in this issue. New 
York bank stocks closed the year at the best average level since 
the first week of January, 1947, though many of them are still 
selling well below book value. The latter poor showing is occa- 
sioned by low dividend rates, which in turn are the result of 
inability to cope with high operating expenses and the neces- 
sity of transferring a large portion of earnings to capital 
account, owing to the huge expansion in deposits during the 
war. That this prior claim of capital expansion upon earnings 
is still far from satistied may be inferred from the foct that total 
capital accounts of all member banks are even now only 7.6%, 
of total deposits, compared with 11.2% at the end of 1939. 
High grade preferred stocks, and the restricted Victory 2!/2s, 
closed the old year at the best average levels since November, 
1947. High grade rail bonds closed the highest since Septem- 
ber, 1947, while foreign government dollar bonds es the 
best showing since the first week of January, 1948. During the 
fortnight ended December 21, commercial loans of weekly re- 
porting member banks expanded only $59 million, and are still 
$1,766 million below last year at this time. Other loans were 
off $171 million but are $928 million larger than a year ago. 
Holdings of U. S. Governments rose $479 million to a level 
$4,177 million above a year ago. Total earnings assets in- 
creased $451 million to $4,248 million above last year. De- 
mand deposits rose $512 million, to a level $308 million ahead 
of last year. Collections of fourth quarter income taxes lifted the 
Treasury balance by $700 million. 


TRADE—Department store sales in the week ended December 
17 were the largest in history. While somewhat lower in the last 
week before Christmas, sales nevertheless topped last year by 
14% since the holiday came a day earlier last year, leesdig 
only five shopping days in the week, against six this year. 
Europe, in addition to reviving the international cartel system 
for restricting production and killing competition, is also resort- 
ing to dual pricing — one price level at home and another 
abroad — to expand exports without cutting overall profits of 
the cartels. It may prove embarrassing for us to protest since we 
are doing likewise. We call is dumping and monopoly by for- 
eigners; but good business and politics at home. Our Govern- 
ment runs a cartel in suger that is a tighter monopoly than any 
practised overseas, and the U. S. Steel Corp., in raising prices 
at home recently, reduced its export prices. Congress has passed 
a law that imports of farm ouheane are to be barred when this 
is essential to the orderly liquidation of surplus stocks owned by 
the Government. As to dumping, we have for years been sub- 
sidizing exports of our basic commodities. Aiming to attract 
dollar investments by U. S. capital, England announces that 
henceforth dollars invested there can be withdrawn at any time, 
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up to the amount of the original investment, if made in a gov- 
ernment approved project. Formerly, withdrawal was blocked 
for a minimum of ten years. 


INDUSTRY—Business activity expanded sharply during the 
pre-Christmas fortnight to a level only 2/10th of one per cent 
below last year. Outlook for business volume and profits is 
favorable for at least the first quarter of the new year when 
construction, automobile sales and demand for machine tools 
will be sustained at a high level. Second half might witness 
some recession. 


COMMODITIES—Price changes were mixed and generally 
narrow in the fornight ended December 30, with spot indexes 
up, and futures down, a little. Farmers plan to offset acreage 
cuts by planting other crops and abandoning less fertile tracts. 





With virtually all components of our business index showing 
better than seasonal gains, the nation’s physical volume of 
Business Activity expanded 2%, during the fortnight ended 
December 24, reaching a level only 2/10th of 1% below last 
year at this time. Later reports, however, will probably disclose 
a mild dip during the post-Christmas fortnight in consequence 
of the two-day week in coal mining. Unless the strike is settled 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor* 
MILITARY EXPENDITURES—$b (e) | Nov. 1.20 1.19 1.16 1.55 (Continued from page 397) 
Cumulative from mid-1940 _.__. Nov 389.6 388.4 374.8 13.8 | before long, the developing coal crisis will 
FEDERAL GROSS DEBT—$b Dec. 28 257.0 256.9 252.3 55.2 = progressive curtailment in other indus- 
MONEY SUPPLY—$b — k *  * 
Demand Deposits—94 Centers __...| Dec. 21 48.2 48.6 47.9 26.1 Striving to increase their incomes, miners 
Currency in Circulation __........... _| Dec. 28 27.8 27.8 28.3 10.7 — been siete Neg hee ed 
weer a nga aid in 1948 in co ole oat na see 
New York City—$b | Dee. 21 8.74 8.55 8.83 4.26 ici b atetaiuedl on aad 
93 Other Centers—$b Dec. 21 ee eee ys Men Rc parry thee a eee 
could be produced to just about supply all 
PERSONAL INCOMES—$b (cd2) Oct. 211 213 219 102 domestic and export requirements, even at 
Salaries and Wages —_.___.. Oct. 138 139 142 66 the present high rate of overall business 
Proprietors’ Incomes —.........-...-_- Oct. AS ed 50 Z3 activity. But stepped-up production is 
Interest and Dividends | Oct. 17 17 17 10 needed now to rebuild inventories depleted 
Transfer Payments Oct. 12 13 10 3 by the virtually complete shut-down of last 
(INCOME FROM AGRICULTURE) Oct. 20 20 25 10 October. Meanwhile costs have so risen 
POPULATION—m (e) (ab) Nov. 150.2 149.9 147.5 133.8 | under the three-day week that operators 
Non-tnsitutional, Age 14 & Over...| Nov. 110.1 110.0 108.9 101.8 | have been compelled to raise prices. When 
Labor Force .. Nov. 64.3 64.0 63 57.5 the strike is settled, as it must be at least 
Milnory . oa 1.43 1.44 1.41 1.89 | temporarily before long, there will be a 
Civilian scabnaincah Nov. 629 62.6 61.7 55.6 _| Sharp rebound, particularly in Car Load- 
Unemployed ie 3.4 3.6 1.8 3.8 ings, which may raise overall business vol- 
Employed Nov. 595 59.0 59.9 51.8 | ume to anew all-time high. 
In Agriculture . Nov. 19 17 8.0 8.0 Despite unseasonably warm weather in 
poems er. via via me 43.8 | the first and last quarters of 1949, Oil con- 
At Work Nov. 50.1 49.4 50.4 43.2 . : 
sa sumption in the U. S. was only a shade 
eekly Hours Nov. 40.0 41.3 41.2 42.0 . 
Se ee “ a oa iam smaller than in the 1948 peak year. No 
i =i ; ; : small part of this sustained consumption 
EMPLOYEES, Non-Farm—m (Ib) Nov. 427 42.6 44.8 37.8 | was due to expanding use by the rails and 
Government Nov. 5.8 5.9 5.7 4.8 | utilities. Only 3% of 833 new locomotives 
Factory Nov. 11.2 11.4 12.8 11.7 | on order as of November 1 were coal burn- 
Weekly Hours | Nov. 39.2 39.7 39.8 40.4 | ing, the rest were Diesels. October consump- 
Hourly Wage (cents) _. Nov 138.9 139.2 139.7 77.3 tion of coal by the utilities was only 44.6%, 
Weekly Wage ($) _....__. Nov 54.45 55.26 55.60 31.23 | of all fuels; as late as last summer is was 
PRICES—Wholesale (1b2) Dec. 21 51.1 151.1 162.0 92.5 | around 50%. . " 
Retail (cdib) Oct. 185.6 187.2 195.0 116.2 Though overall holiday trade last year 
COST OF LIVING (Ib3) Oct. 168.5 169.6 173.6 100.2 surpassed 1948, at least in unit quantity, 
Food Oct. 200.6 204.2 215.2 113.1 talk about easing Excise Taxes this year 
Clothing Oct. 186.8 187.2 201.6 (113.8 | caused a sharp drop in demand for luxury 
Rent Oct. 121.5 121.2 118.7 107.8 | goods. Prospective customers decided to 
RETAIL TRADE—$b waitondsee. = 
Retail Store Sales (ed) ‘sina iesoitaslos Nov. 10.88 (AZ 10.99 4.72 Corporate Dividends disbursed in the 
Dirabln 006 ai a - | Nov. 3.38 3:59 3.20 1.07 three months ended November 30 were A 
Non-Durable Goods ................ Nov. 7.50 7.53 7.79 3.65 more liberal than in the corresponding 
Dep't Store Sales (mrb) | Nov. 0.92 0.83 0.98 0.42 period of 1948, though November pay- 
Retail Sales Credit, End Mo. (rb2)_| Nov. 9.34 8.86 7.87 5.46 | ments were off 7%. x A 
; * 
percep — i jai ia ts ~— While Price Changes in industrial prod- 
are ; ; : : , ucts of recent weeks have been mixed, items 
Durable Goods _.......-_--. |_ Oct. 7.6 7.6 8.1 7.1 . . . 
+. for which prices have been raised are of 
on-Durable Goods | Oct. 10.9 11.8 11.6 75 lass inth svn th 
Shipments—$b(cd)—Total ............. Oct. 18.2 19.3 20.5 8.3 a ee nparanee ee ee 
“ene for which prices have declined. Foremost 
St) | | en fe Ya 7.1 8.0 8.6 4.1 
a a. as s ks 42 | among the former are steel, coal, lumber 
and textiles. Products which have declined 
BUSINESS INVENTORIES, End Mo. of recent weeks include antimony, tin, paint, 
Total—$b (cd) . Oct. 55.1 54.5 58.8 28.6 heavy petroleum, kerosene, fruits, cotton- 
Manufacturers’ ——___ ~— | Oct. 30.8 31.0 33.4 164 | seed, edible oils, bar soaps, solvents and 
Whol s Oct. 9.2 9.1 9.7 4.1 meathel 
Retailers’ Oct. 15.1 14.4 15.7 8.1 , * * * 
Dept. Store Stocks (mrb) Oct. 2.3 2.1 2.5 1.4 As Europe is already beginning to under- 
BUSINESS ACTIVITY —1—pc Dec. 24 164.1 163.1 167.6 141.8 | sell us in several steel products, it remains 
(M. W. S.)——np ___ ___. | Dec. 24 190.8 189.2 191.2 146.5 | to be seen how long the recent price ad- 
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Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor* 
INDUSTRIAL PROD.—1—np (rb) Nov. 171 166 195 174 vance in Steel products can be held. They 
——- a “ 2 ne bi bs can hold for a few months at least while in- 
sgn eee ge Anceear — ventories depleted by the strike are being 
Non-Durable Goods Mfr. Nov. 175 177 178 151 replenished. ‘Mceuelie several mnchess of 
CARLOADINGS—t—Total Dec. 24 623 640 609 833 electrical appliances, farm implements and 
Manufactures & Miscellaneous Dec. 24 303 318 298 379 stoves have predicted that prices for these 
Mdse. L. C. L...... Dec. 24 77 80 76 156 and other steel products will have to be 
Sian Dec. 24 40 45 38 43 upped before long. 
* 
ELEC. POWER Output (Kw.H.)m Dec. 24 5,994 5,997 5,508 3,267 While feta is generally expected to 
SOFT COAL, Prod. (st) m Dec. 24 9.0 8.7 98 10.8 | hold at a high level during the early part of 
Cumulative from Jan. | Dec. 24 422 413 591 446 | 1950, from a longer range viewpoint con- 
Sted, Sad Ma. pis 473 62.1 68.7 41.8 | sideration must be given to the fact that 
| Capital Expenditures, the cornerstone of 
PETROLEUM— (bbls.) m prosperity, will from now on be aimed more 
a a . bg war aa Pg at lowering costs of production and distribu- 
os Sec4 121081605 on ad progressively less ot expanding 
Heating Oil Stocks Dec. 24 79 82 75 55 capacity. During the early post-war years, 
ine eee ___ | capital expenditures were concentrated al- 
LUMBER, Prod. (bd. ft.) m Dec. 24 599 642 421 632 most exclusively upon removing acute short- 
Stocks, End Mo. (bd. ft.)) boo uu... | Oct. 7.8 7.9 6.9 12.6 ages and refilling pipelines, to the neglect 
STEEL INGOT PROD. (st.) m Nov. 4.15 0.93 7.80 6.% 2 — of plant = fe 
Cumulative from Jan. Voce | Nov. 70.1 65.9 80.9 74.7 ws in most in ustries, pipennes ave ISSR 
filled and production capacity has become 
ENGINEERING CONSTRUCTION adequate to supply current needs. 
AWARDS—$m (en) Dec. 29 67 156 78 94 . Ss * 
Cumulative from Jan. | Dec. 29 8,157 8,09! 7,093 5,692 This helps to explain why Machine Tool 
ne Orders in November spurted to 50% 
idea aisar gre ss Aha ti ‘ above October and 17%, above November 
U . “aa 2 Meiers ashes ye sid - 166 of 1948. It was the first time in 8 months that 
. S. Newsprint Consumption (st)t Nov. 479 503 467 352 | 
Do., Stocks (mpt), End Month.........} Nov. 746 752 617 523 | orders topped the ore level. Even oa 
Cigarettes, Domestic Sales—b Nov. 29.6 29.2 29.1 17.1 | ders from abroad showed a good gain in 
Pneumatic Casings Production—m Oct. 6.5 5.6 6.7 4.0 | November. There has been an especially 
Anthracite Coal Production (st)m. | Nov. 4.7 5.0 4.7 3.8 | sharp pick-up in domestic inquiries. 





b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
taxes. cdl b—Commerce Dept. (1935-9—100), using Labor Bureau and other Data. e—Estimated. en—Engineering News-Record. |—Seasonally 
adjusted Index (1935-39—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935-100). It—Long Tons. m— 
Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np.—Without Compen- 
sation for Population growth. pc—Per Capita Basis. rh—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. 
st—Short Tons. t—Thousands. *—1941; November, or Week ended December 6. 
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No. of 1949 Indexes (Nov. 14, 1936, Cl.—100) High Low  Dec.23 Dec. 31 
Issues 1925 Close—I00) High Low Dec.23 Dec. 31 100 HIGH PRICED STOCKS 86.90 71.00 86.39 86.90A 
320 COMBINED AVERAGE 134.7 108.0 133.5 134.7A 100 LOW PRICED STOCKS 151.88 119.71 149.52 151.88A 

4 Agricultural Implements 205.2 162.1 197.3 197.2 6 Investment Trusts 72.2 53.9 71.8 72.2C 
10 Aircraft (1927 Cl—100) '75.3 138.2 170.0 170.8 3 Liquor !1927 Cl.—100) 809.4 602.9 790.5 809.4A 

6 Air Lines ‘1934 Cl—100) 454.7 366.1 421.4 451.7 10 Machinery ..... oe 145.4 115.9 143.9 145.4A 

6 Amusement 103.9 75.7 100.5 101.4 3 Mail Order 105.4 87.1 103.2 105.4A 
12 Automobile Accessories 195.6 145.2 194.5 195.6A 3 Meat Packing 86.1 63.3 86.1A 85.9 
12 Automobiles 29.7 21.3 27.6 28.5 12 Metals, Miscellaneous 158.1 122.0 144.7 141.2 

3 Baking (1926 Cl.—100) 21.4 18.1 20.9 21.3 4 Paper 39.9 27.9 (39.7 39.9A 

3 Business Machines ..... 253.4 209.0 243.7 253.4A 29 Petroleum a 255.8 207.1 253.8 246.7 

2 Bus Lines (1926 Cl—I00).... 153.0 118.3 152.4 153.0A 2! Public Utilities 141.4 102.4 140.8 141.0 

5 Chemicals 269.9 2127 266.9 269.9C 6 Radio (1927 Cl—I!00) ....... 26.7 13.6 18.1 18.1 

3 Coal Mining 19.2 11.2 12.5 12.7 9 Railroad Equipment 50.0 36.5 43.9 44.7 

4 Communication 41.9 31.8 40.4 41.9A 24 Railroads 23.4 17.5 21.6 22.3 
13 Construction 61.2 47.4 60.8 61.2A 3 Realty 31.4 21.4 30.8 31.4B 

7 Containers nec EO 240.7 302.6 309.0A 3 Shipbuilding .. 144.4 120.0 138.4 139.7 

9 Copper & Brass 95.8 67.4 81.5 82.1 3 Soft Drinks 367.4 298.2 340.9 338.2 

2 Dairy Products 72.7 53.3 71.3 72.7¢ 14 Steel & Iron 106.2 77.0 95.3 96.1 

5 Department Stores 57.9 49.2 57.4 57.5 3 Sugar 50.7 39.8 50.7A 49.0 

6 Drugs & Toilet Articles 185.2 141.6 175.6 185.2B 2 Sulphur 321.6 233.8 321.6T 319.5 

2 Finance Companies 323.2 246.1 319.7 322.5 5 Textiles .. oie 133.2 100.9 132.3 132.6 

7 Food Brands : 175.7 146.0 174.2 174.8 3 Tires & Rubber... 32.0 26.6 31.6 32.0A 

2 Food Stores 96.0 58.5 96.0C 95.8 6 Tobacco eas mee 86.9 67.1 86.98 85.4 

3 Furniture . ee ices! GAGE 54.7 69.4 69.0 2 Variety Stores ........... 346.2 308.3 340.6 344.7 

3 Gold Mining otk oe DAG 566.3 679.8 710.9 17 Unclassified (1948 Cl—100) 115.9 93.2 114.4 115.9A 

New HIGH since: A—1948; B—1947; C—1946; T—1928. 
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Trend of Commodities 





Commodity prices displayed narrow, but mixed, trends dur- 
ing the closing fortnight of the old year, waiting to see what the 
new year may bring forth. While economists of alarmist tem- 
perament are warning, like Maltheus of old, that populations 
are multiplying faster than their food supply and so heading 
toward starvation, here at home the Government is scheming 
with dual-minded muddle-headedness to encourage produc- 
tion with one hand while curbing it with the other. Meanwhile 
our more practical-minded farmers are busy just now in devis- 

{ ing means to circumvent Government restrictions, with the 
single-minded object of staving off a further reduction in their 
incomes. Thus the Government is asking for 1950 a 13% cut in 
corn plantings, 14°, for rice, 7%, for burley tobacco, 22%, for 
cotton, 15°, for wheat, and sizable reductions for a few other 


crops including peanuts and potatoes. On the other hand, the 
wool price support program ~ been extended three months 
to March 31, while subsidies will be paid to producers of wal- 
nuts and almonds who divert part of this year's crops into non- 
commercial market outlets (meaning processing into edible oils 
and oils for paints). Support prices for rosin and turpentine have 
been lowered this year to 60%, of parity, from last year’s 80%. 
For eggs, the support price this year is been reduced to a 
national average of 37 cents a dozen—equivalent to 60%, of 
parity, compared with 75% last year. As a typical example of 
farmer reactions to acreage cuts, take a look at wheat. A recent 
Government survey shows that next winter's wheat acreage has 
been cut 15%,; yet it is estimated that the harvest will be down 
only 2% from 1949, since only the best land is being planted. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo.3.Mo. 6Mo. 1 Yr. Dec.6 
Dec.30 Ago Ago Ago Ago Ago 194! 


28 Basic Commodities .......... 247.7 246.8 250.0 245.6 228.6 295.6 156.9 
11 Imported Commodities... 256.2 255.2 260.5 244.5 235.0 269.5 157.3 
17 Domestic Commodities... 242.4 241.4 243.4 247.7 224.6 313.8 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1949 1948 1947 1945 1941 1939 1938 1937 
High 0. 161.5 162.2 164.0 95.8 85.7 783 65.8 93.8 
LOW nnn 134.9 149.2 126.4 93.6 74.3 61.6 5.75 64.7 
400 


Date 2Wk. | Mo. 3 Mo. 6Mo. 1 Yr. Dec.6 
Dec.30 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture ....... 297.8 296.1 297.6 295.9 292.6 311.4 163.9 
12 Foodstuffs 2 .. 305.6 303.2 303.1 291.9 280.1 326.8 169.2 




















16 Raw Industrials... 222.7 222.8 227.9 226.9 206.4 279.1 148.2 
COMMODITY FUTURES INDEX 
SEPT. ocT. N OV. DEC. 
140 
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COMMODITIES INDEX! 



































Average 1924-26 equals 100 


1949 1948 1947 1945 1941 1939 1938 1937 
High 0... 139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
a 122.45 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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1950 Potentials for U. S. 
Foreign Trade 





(Continued from page 380) 


senger cars, electrical appliances, 
and rubber and paper manufac- 
tures. 

Among the goods, the exports of 
which are likely to expand in 1950, 
one could list the iron and steel 
mill products which gained more 
than $100 million in 1949 over the 
1948 figure. However, there will 
be more steel products available in 
Western European countries for 
export, and the competition in such 
markets as Latin America is bound 
to increase materially. Other fa- 
vored products in 1950, insofar as 
exports are concerned, are likely 
to be metal working machinery, 
tractors, agricultural machinery, 
road building machinery, mining 
machinery and miscellaneous in- 
dustrial equipment. Our exports of 
electrical machinery, chemicals, 
dyestuffs and drugs should hold 
their own. 

As to the destination of our ex- 
ports, the biggest drop in 1950 may 
be expected in the shipments to 
Western Europe which is cur- 
rently taking goods at the rate of 
about $3.5 billion as against $4.2 
billion earlier last year. Between 
the anticipated decline of $500 to 
$600 million in our exports to Eu- 
rope in 1950, and the expanding 
sales of Europe to us, Europe’s 
trade deficit with us should be re- 
duced from nearly $3 billion in 
1949 to about $2 billion in 1950. 

The outstanding development 
which is likely to continue into 
1950 is the practical balancing of 
our exports and imports with the 
world outside of Western Europe, 
the Philippines, Japan and Korea. 
During the last few months, or at 
least since the September round of 
currency devaluations, our trade 
with Latin America, Southeastern 
Asia, Africa (including new gold) 
and most recently even with Can- 
ada has been pretty nearly bal- 
anced. This is a constructive devel- 
opment. If our purchases from 
these countries continue around 
the present levels, it may well be 
said that our exports to them are 
not likely to decline materially in 
the future. This stabilizing of 
trade will permit better planning, 
and eventually may bring about 
some relaxing in the present re- 
strictions. 

Meanwhile, of course, the dollar 
scarcity in individual countries 
may get worse, as for example in 
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The Petroleum Industry is a Progressive Industry 
Dedicated to Serve Mankind Faithfully and Well 


Ideals Expressed 
in Service 











The men who fill the tanks and check the oil are 
proud to dedicate their working hours to friendlier 
service for the motoring public. Like Tide Water 
Associated Oil Company and the Petroleum Industry 
they represent, these men seek what rewards may 
come their way for serving mankind faithfully and well. 


TIDE WATER 
S= ASSOCIATED 


OlL COMPANY 


Tulsa San Francisco 
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the Philippine Islands, which are 
somewhat belatedly and perhaps 
too drastically adjusting their dol- 
lar purchases to their dollar earn- 
ings and dollar grants. A tighter 
dollar situation later in 1950 may 
develop in Cuba and also in Vene- 
zuela if the production of petro- 
leum in the latter country is re- 
stricted. With the exception of the 
above named countries and Argen- 
tina, the dollar position of most of 
the Latin American countries 
should be on the mend. 


In general, the year 1950 should 
be a pretty good year insofar as 
our foreign trade is concerned, 
particularly if as a result of a high 
level of business activity here, our 
purchases of foreign goods and 
services should expand. It will be 
more difficult to do business be- 
cause of increasing competition, 
but the bearish forecasts that the 
Europeans will take away from us 
most of our markets in Latin 
America and in Southeast Asia, 
and that our own markets will be 
flooded with foreign goods, are 
more emotional than factual. 

Naturally, the increase in our 
imports will hurt in some lines: 
certain textile and clothing lines, 
glass and china manufacturing, 
leather goods, perfumes, and many 
specialties. But it has been one of 
the most constructive develop- 
ments of the last few years that 
the importance of merchandise im- 
ports, as the dollar creative force, 
is finally being realized by the av- 
erage American. 

“Buy American” campaigns or 
the “peril-point” warnings in our 
trade agreements (points beyond 
which further tariff increases are 
deemed likely to hurt American 
manufacturers) may have had 
their place when this country was 
trying to diversify its industries. 
But considering that we are per- 
haps the most self-sufficient coun- 
try already, and that to boot, we 
are a creditor nation to a degree 
that no other country has ever 
been, the maintenance of our for- 
eign trade as a “two-way affair” 
should prove not only profitable to 
us, but essential for the well-being 
of the world economy. 





Kroger Co. vs. Safeway 
Stores — A Comparative 
Investment Study 





(Continued from page 386) 


tism from every angle. The com- 
pany has only a nominal amount 
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of preferred stock outstanding and 
retired all of its funded debt back 
in 1945. Its expansion program in 
postwar has been financed through 
retained earnings, although divi- 
dends have gradually been in- 
creased. Inventory controls have 
been very efficient, the carry at the 
end of 1948 representing only 23 
days’ supply at the retail level. 
Considering the high quality of the 
Kroger Company shares, their re- 
cent price of 6034, while at their 
high for 1949, carries considerable 
appeal with a yield of 5.7°o. 


Safeway Stores 


Turning to Safeway Stores, the 
territory served by this concern 
includes some of the fastest grow- 
ing sections in the United States 
and Canada. About 40% of the 
company’s large chain of stores 
are located in California, Oregon 
and Washington where the popu- 
lation has increased more than 
45° in the past nine years. Above 
average gains have also been 
achieved in Texas, New Mexico, 
Arizona and Nevada where Safe- 
way has become strongly en- 
trenched. 


Unlike Kroger, Safeway Stores’ 
long term growth has been greatly 
stimulated by acquisition of anum- 
ber of other established chain store 
companies to make it the second 
largest in the country as to annual 
sales. Volume of $1.17 billion at- 
tained in 1948, however, resulted 
in no small degree from institution 
of expansion and modernization 
policies similar to those of Kroger. 
That is to say, abandonment of 
many unprofitable stores and a 
major expansion in supermarkets 
has proved to be very constructive. 


At the end of 1948, the Safeway 
management cautioned its share- 
holders that heavy construction 
costs and corespondingly high ren- 
tals might restrain it from em- 
barking on any further large scale 
improvement program, but oper- 
ating experience in the first half 
of 1949 and a more optimistic view 
of economic conditions ahead evi- 
dently brought a radical change in 
the company’s policies. During the 
next five years, Safeway now plans 
to construct about 1,000 new 
stores, all in territory where Safe- 
way now operates. The prospect of 
having to spend not less than $100 
million for land and buildings, plus 
$45 million for equipment has not 
deterred the management from 





embarking upon this program. 


To finance this large undertak- 
ing, Safeway Stores plans to rely 
on a revolving fund of about $10 
million that would allow for con- 
struction of new stores prior to 
their sale to institutional inves- 
tors, and would finance the pur- 
chase of new equipment through a 
subsidiary in a position to utilize 
available bank credit. If this plan 
carries through successfully, it 
will be interesting to see how the 
company’s sales and earnings may 
expand in the next few years. 


One reason for the marked shift 
in expansion policies has probably 
been the company’s successful ex- 
perience in meeting the heaviest 
kind of competition in the Coastal 
states in 1949. Many small and 
large new stores that entered the 
field in this territory in postwar 
reduced their margins to the van- 
ishing point in order to attract 
consumers. In the current year, 
though, conditions have stabilized 
to a point where Safeway can 
count on more satisfactory mar- 
gins. 

Recent Results 


This is shown by results for the 
24 weeks ended June 18, 1949, for 
which period the company re- 
ported net earnings of $6.9 million 
on sales of $518.7 million, estab- 
lishing a net profit margin of 1.3% 
compared with .8% in 1948. On 
the improved basis, the manage- 
ment apparently has based its de- 
cision to expand operations sub- 
stantially as indicated. Probably 
$30 million may be spent for the 
new program in 1950 and larger 
amounts thereafter. 


As Safeway stores has a larger 
amount of common shares out- 
standing than Kroger, its net earn- 
ings have to be correspondingly 
spread. Partially due to a smaller 
number of stores in operation in 
the first 24 weeks of 1949, sales 
were slightly reduced but operat- 
ing economies doubled net earn- 
ings to $2.53 per share, thus indi- 
cating that net for all of 1949 may 
have been close to $5 a share. 


Since incorporation in 1926, 
Safeway has always operated prof- 
itably and paid dividends without 
a break. The quarterly rate was 
advanced in 1949 from 25 cents in 
the first period to 30 cents in the 
two succeeding quarters and once 
again to 40 cents in the final quar- 
ter, making a total of $1.25 for the 
year compared with $1 in 1948. If 
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rogress Report, 1950 


Large new lubricants plant now in operation at 


The Pure Oil Company’s Smiths Bluff Refinery 


Down near Beaumont, Texas, on 70 acres of what 
used to be unusable marshland adjacent to Pure 
Oil’s big Smiths Bluff Refinery, now stands one of 
the world’s newest and most modern lubricants 
plants. This new plant greatly increases Pure Oil’s 
capacity to manufacture highest-quality oils and 
greases for automotive and industrial use. 


Completion of this important project, after five 
years of planning and four years of actual construc- 
tion, is another big step forward in Pure’s program 
of modernization and expansion. It follows closely 


the completion of new units at refineries in Toledo 
and Newark, Ohio, and the expansion of producing, 
transportation, terminal, and marketing facilities. 


These improvements required plowing back into 
the business a substantial part of the company’s 
earnings for the past three years. They have been 
paid for without the necessity for outside financing. 


They have made it possible for The Pure Oil 
Company to better its position in an industry in 
which more than 34,000 companies are competing 
to supply the petroleum needs of America. 


he Pure Oil Company 
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the increased rate holds through 
1950, at least $1.60 a share will be 
paid. 

Based on a recent price of 3134. 
and 1949 dividends, the yield on 
Safeway shares is 4%, but inves- 
tors may have warranted confi- 
dence that larger dividend income 
in 1950 may increase the return to 
5.1% at least. The company’s an- 
nounced expansion plans also lends 
considerable speculative attraction 
to these shares, although their 
merit may not be revealed for sev- 
eral years. As Safeway Stores has 
outstanding $20 million of deben- 
tures maturing between 1951 and 
1955, the conservative manage- 
ment may be cautious as to divi- 
dend policies in the intermediate 
term, especially as its expansion 
program will require substantial 
capital outlays. If all goes well over 
the longer term, however, the ap- 
preciation potentials of these 
shares will be enhanced. 





1950 Outlook for the 
Bond Market . 





(Continued from page 388) 


times may create a temporary 
market glut that should induce 
occasional markdowns. 

As pointed out earlier in our 
discussion, any significant change 
in bond prices or yields in 1950 
is unlikely to occur. Many bankers 
are claiming that the economy 
would benefit if interest rates 
were allowed to stiffen slightly 
by letting the price of govern- 
ment bonds drop a point or so, 
but even such an eventuality 
would only slightly reduce the 
price of bonds in other groups. 
Until Federal fiscal policies be- 
come better clarified than at pres- 
ent, the chances for lowering the 
ceiling on Government bonds are 
slim however. Meanwhile the 
banks will continue to utilize their 
investible funds for large scale 
purchases of short term govern- 
ments as in the last half of 1949, 
when more than $3 billion in this 
category were acquired. 





19 Million Population 
Increase Since 1940 





(Continued from page 377) 


Naturally it will not be enough 
merely to expand productive fa- 
cilities. It is equally important 
for business to adapt itself to the 
constant shifts we must expect, 
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that stem from population 
changes and their relation to the 
productive apparatus of the coun- 
try. This may require a good 
measure of mobility of capital as 
well as workers, and of adapta- 
tion of employment policies to 
changed conditions. 


Business is no doubt aware of 
this, as current planning shows. 
In the past, capital investment 
has been rising with swings in 
production and employment and 
since prospects point to a con- 
tinued high rate of either, capital 
goods spending should hold at 
substantial levels. A potential ad- 
dition of over 25 million to the 
domestic consumer army in the 
next 25 years is a powerful argu- 
ment in its favor, and a strong 
enough incentive. 


By the same token, this should 
certainly lessen, if not eliminate, 
the professed need to bolster pur- 
chasing power by Government 
pump priming now that the ghost 
of a static economy has been laid 
by the heartening evidence of 
dynamic growth revealed and im- 
plied in the population trend. 


To a country like the United 
States, possessing outstanding 
skills and resources, a population 
boom is highly encouraging since 
Wwe can readily support more 
people. Actually its job-, income- 
and _ business-generating effects 
are such as to promote further 
rising living standards. The only 
foreseeable disadvantage—longer 
range, to be true—is the steady 
climb of the nation’s median age 
with its implication of growing 
pressure in favor of increasing 
social benefits at the expense of 
production. To cope with it will 
require clear and constructive 
thinking and wise leadership in 
Government, labor and business. 





Securities Disturbing 
Investors 





(Continued from page 391) 


earlier is C & O common. A quota- 
tion of 2814 compares with a high 
for last year of 3434, and was only 
a point and a half above the low of 
2714. Considering that the direc- 
tors on November 29, 1949, de- 
ferred action on the final quarter 
dividend until the February meet- 
ing, it is small wonder that market 
interest in this situation has 
lagged, but what has disturbed 
some holders of the shares more 
importantly has been the general 





downtrend in the price from a high 
of 66% in 1946. Many investors 
are wondering whether the earn- 
ing capacity of this sound old car- 
rier has become permanently im- 
paired. 

It should be realized that Chesa- 
peake & Ohio, as the largest coal 
carrier among the railroads, has 
suffered repeatedly from strikes 
by the coal miners and that for 
months past, this factor has se- 
verely reduced its freight traffic. 
In a period when increased freight 
rates have not kept pace with 
steadily rising operating costs, any 
reduction in traffic would cut heav- 
ily into operating revenues. In the 
quarter ended June 30, 1949, the 
company reported net income 
equal to $1.29 per share, a slightly 
more favorable showing than in 
any of the preceding three quar- 
ters, and felt justified in maintain- 
ing dividends of 75 cents a share 
through the third quarter of last 
year. Efficient management was 
indicated by the earnings improve- 
ment in the June quarter because 
gross revenues of $84 million in 
that period were somewhat smaller 
than in two of the earlier quarters. 


Revenues Sharply Down 


In the September quarter, how- 
ever, gross revenues were sharply 
reduced to $62 million by lower 
coal tonnage, evidently reaching 
the break-even point, for a deficit 
of 2 cents a share was reported. 
Worse vet, gross income for Octo- 
ber and November amounted to 
only $35.4 million, hence forcing 
the road into the red to the extent 
of $2.6 million or 35 cents a share. 
Resumption of work in the coal 
mines on a three-day-week basis in 
December expanded traffic reve- 
nues somewhat, and the company 
estimates that its net income for 
November and December was ap- 
proximately $1 million. Assuming 
this, net income for all of 1949 was 
probably around $13.5 million or 
$1.62 a share, though year-end ad- 
justments might reduce the fig- 
ures. Net income in 1948 was $4.08 
a share. 


As 1950 opens, the miners in the 
soft coal fields thus far are con- 
tinuing to work on the limited 
basis, and uncertainties persist as 
to when and on what terms an 
agreement will be reached with 
their employers. It is reasonable 
to expect that pending a settle- 
ment, C & O at least will avoid fur- 
ther deficits and that before too 
much time elapses its operations 
will become normal again. 
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Why substitute for a winner? 


Privately owned steel companies are more than meeting the nation’s requirements 


At this time last year, although the steel mills 
of the country were operating at capacity, they 
still were unable—because of the war-created 
abnormal demand—to provide immediately all 
the steel desired by customers. This so-called 
“emergency” was made the basis of a campaign 
of criticism followed by proposals that the 
government go into the steel business—either 
indirectly through financing or directly through 
actual construction and operation of new steel 
mills by the government. 





Steel company executives answered this cam- 
paign with a prediction. They said that during 
1949 the steel shortage would end, and there 
would be a large surplus of steel capacity. 


Of course, this is exactly what happened. Excess 
demand melted away under the outpouring of 
steel products from furnaces and mills that had 
been built to the highest capacity in history by 
an unprecedented program of expansion since 
the war. 


After the first three months of 1949, the back of 
the shortage was broken; there was a consistent 
decline in the demand for steel. The national 
capacity of more than 96,000,000 tons was 
able to provide all the steel required in 1949 
with a large surplus to spare. And 1949 was a 
much better than average year. 


Despite this record of the pivately owned, 
privately operated, and privately managed 
steel industry, there are still moves to get the 
government somehow into the steel business. 
Even now there are proposals for government 
financing of new steel plants in various parts 
of the country. And legislation is seriously 
proposed that would permit the government to 
build and operate facilities in any industry. 


If the government made such a move in the 
steel industry alone, there would be a first cost 
of many millions of dollars followed by a con- 
tinuing cost of many more millions each year. 
This cost, of course, would be shouldered by 
the fellow who pays for all government spend- 
ing, the American citizen—YOU. 





No master mind or “brain trust” directs the 
steel industry. It is composed of hundreds of 
separate, competing companies that are owned 
by private, individual stockholders estimated 
at more than 600,000 in number. In total, these 
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companies have given the United States a con- 
stantly expanding steel industry geared to sup- 
ply not minimum nor average but maximum 
demands for steel. 


We are proud that National Steel Corporation 
is an outstanding example of a constantly grow- 
ing company and that it has expanded more in 
proportion to size (now fifth in the industry ) 
than any other steel company. 


The long-range record of the steel industry 
proves conclusively that, except for infrequent 
and brief periods, it has always had more than 
enough capacity to supply 100% of steel re- 
quirements at any time. 


This was accomplished by the work of private 
individuals, not by government planning or 
government operation. It is the work of private 
individuals that has built the United States into 
the strongest, most secure nation on earth and 
provided history’s highest standard of living. 
Can there be any good reason to exchange the 
proved success of the private way for the proved 
failure of government planning and operation? 


That will be the question for the American 
people to answer whenever new “emergencies” 
bring new attempts to put the government in 
business. 


Over 
600,000 
stockholders 
supply 
maximum 
demands 

for steel 
efticiently 


Steel 
companies” 
record a 
tribute to 
private 
ownership 


National Steel Corporation is the fifth largest pro- 
ducer of steel in the United States. Among the com- 
panies it owns and operates are the following major 


divisions: 


WEIRTON STEEL COMPANY, Weirton, 


West Virginia. 


World’s largest independent manufacturer of tin- 
plate and producer of a wide range of steel products. 


GREAT LAKES STEEL CORPORATION, Detroit, Michigan. 
The only integrated steel mill in the Detroit area— 
exclusive maker of the famed Quonset buildings— 
produces special steels and a wide range of carbon 


steel products. 


HANNA IRON ORE COMPANY, Cleveland, Ohio. 


Pro- 


duces ore from extensive holdings in the Great 
Lakes Region—operates a fleet of lake ore boats to 


supply National Steel. 


THE HANNA FURNACE CORPORATION, Buffalo, New York. 


Produces various types of pig iron. 


NATIONAL STEEL PRODUCTS COMPANY, Hoxston, Texas. 
Operates warehouse and distribution facilities for 


steel products in the Southwest. 
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Indeed, Walter J. Toughy, presi- 
dent of the railroad, stated several 
months ago that pent-up demand 
for coal because of the strike’s end 
and sharply stepped-up production 
in the mines would strain the ca- 
pacity of the railroad’s facilities. 
In view of the current bright out- 
look for the entire economy in the 
coming six months, it seems im- 
probable that the Government will 
allow any serious fuel shortage to 
threaten industrial activity, if the 
mine owners and John L. Lewis 
fail to come to terms. 

In any event the recent highly 
depressed revenues of Chesapeake 
& Ohio Railway must be consid- 
ered as a temporary handicap, and 
the chances for a resumption of 
more satisfactory earnings are 
rather clearly indicated. Mean- 
while the management has been 
diligent in repairing its idle 
freight cars at an accelerated pace 
in preparation for a marked come- 
back in operations. Operating 
economies resulting from large 
capital outlays in postwar, a pro- 
gram now virtually completed, 
should also benefit earnings under 
normal conditions. 

Just what the directors may de- 
cide to do about dividends in Feb- 
ruary should hinge mainly on de- 
velopments in the coal controversy. 
A favorable factor is that C & O’s 
working capital position has been 
progressively strengthened in re- 
cent years and that a substantial 
amount of new rolling stock has 
been acquired, the financing of 
which has been arranged at low 
rates. A partial explanation for the 
recently deferred dividend is that 
the management has been plan- 
ning for some time past to change 
the distribution dates to March, 
June, September and December 
rather than January, April, July 
and November as formerly. 

On the whole, it should be real- 
ized that Chesapeake & Ohio, prior 
to the recent interruption, had 
paid dividends without a break 
since 1922, and traditionally paid 
out a liberal share of earnings. 
There seems little in sight to sug- 
gest that the longer term earning 
power of this leading coal carrier 
and trunk line has been seriously 
or permanently impaired. In the 
circumstances it seems to us a good 
idea if present holders of the stock 
should consider averaging at 
around currently depressed prices 
to minimize any loss they may 
have. At current level, the stock in 
our opinion has a good deal of 
speculative appeal. 
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Business Pattern Shaping Up 
for 1950 





(Continued from page 366) 


no easy time what with a narrow 
course to steer between inflation- 
ary reefs and deflationary shoals, 
and generally must take _ its 
chance along an uncharted pass- 
age. There is always the threat 
of new wage demands and it 
would be unrealistic to assume 
that a new round of wage boosts 
would not upset the price struc- 
ture. And once the inflationary 
trend, just barely subsiding, sets 
in again, its consequences may be 
difficult to avoid. Higher prices 
would almost certainly bring a 
quick buyers’ strike, more unem- 
ployment, lower tax revenues, 
bigger deficits, more deficit fi- 


-nancing; in short an environ- 


ment hardly conducive to a 
healthy and prosperous economy. 
Barring this, we should be well 
on the way towards constructive 
price adjustment; in fact, for the 
first time since the war, the 
economy has been rounding out a 
year in which the net movement 
of prices in general has been to- 
ward lower instead of higher 
levels. Commodity prices show a 
tendency to level off and stabilize; 
industrial prices reveal a modest 
downtrend. During the first quar- 
ter, some prices may hold firm, 
perhaps even tend slightly up- 
ward particularly for steel, wool, 
coal, textiles; but competition 
should hold this trend within 
moderate bounds and eventually 
arrest and reverse it. Food prices 
are heading downward; thus 
living costs will be slightly lower, 
giving the consumer a break. 


Deficit Spending 


The belief that such factors as 
Government deficit spending will 
start an upward price spiral in 
any considerable degree seems in- 
compatible with other elements 
in the outlook. Price inflation 
thrives on shortages, and the 
country now has a greater cush- 
ion of productive capacity and 
labor resources than in recent 
years. Thus there is little foun- 
dation to fears of resurgent in- 
flation. There is little or no evid- 
ence that businessmen are _ in- 
clined to take speculative posi- 
tions or to depart from the con- 
servatism which has served them 
so well in 1949. 


THE 
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To sum up, business should be 
strong at least through the first 
quarter and probably through the 
first half of 1950. As to the latter 


expectation, there is need for 
some reservations. Steel opera- 
tions are expected to boom until 
midyear but this may be over- 
optimistic. Steel demand quite 
possibly may be back to normal 
replacement levels by the end of 
the first quarter and if so, this 
will affect second quarter activity. 
Also, home building and auto pro- 
duction may be pulling in opposite 
directions by then. Automobile 
production should boom well into 
the second quarter but there 
could develop at least a temporary 
stagnation in home building with 
public construction playing an in- 
creasingly larger role in building 
totals. And public construction 
takes less steel, more concrete. 
Additionally if business spending 
keeps declining, a moderate con- 
traction in industrial activity 
could make itself felt before the 
second quarter is over, subse- 
quently emphasized by a seasonal 
falling off in automobile demand. 


Importance of Psychology 


How things shape up in the last 
half is a matter of tonjecture, de- 
pending on the impact of the fac- 
tors enumerated in the foregoing, 
on political and labor action and 
importantly also on psychology 
both on the part of business and 
the consumer. What businessmen 
and people think of the future will 
shape and color their decisions in 
significant degree. 

There is of course the possibil- 
ity that adequate substitutes may 
be found when auto output and 
private residential buildings taper 
off later in the year. They could 
be found in soft goods, now ap- 
parently ready for a new boom 
after some lean times. They 
could be found, in some degree at 
least, in resurgence of machinery 
demand in view of industry’s 
pressing need to modernize in or- 
der to pare and hold down costs. 
This would be particularly for- 
tuitous since Government cash 
spending, never rated as fully 
adequate to offset the developing 
elements of weakness, will begin 
to decline around mid-year. But 
all of this remains to be seen. 

While the outlook, then, points 
to a somewhat lower production 
level after the current spurt has 
run its course, overall purchasing 
power should remain large enough 
to maintain a fairly high volume 
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of business. Pretax earnings of 
corporations are likely to be 
somewhat lower than in 1949; the 
drop in earnings after taxes de- 
pends on whether a corporate in- 
come tax boost materializes. On 
the other hand, dividends should 
be as high or higher than in 1949. 
Though competition, and slacken- 
ing demand in certain areas, will 
cut profits moderately, cash needs 
will be as low or lower, thus a 
higher ratio of earnings can be 
paid to stockholders. 





Where Low-Priced Stocks 
Stand in Present Market 
Cycle 





(Continued from page 383) 
creased somewhat since then. A 
recent price of 434, accordingly, 
might seem reasonable on an asset 
value basis and in November the 
company paid an infrequent divi- 
dend of 10 cents although esti- 
mated net per share in 1949 was 
only 12 cents a share. 

What is constantly stimulating 
speculative interest in these equi- 
ties are hopes that large blocks of 
non-dividend paying stocks in the 
portfolio may soon swell the par- 
ent’s revenues or that shareholders 
will receive some stock dividends 
as United Corporation disposes of 
certain issues in changing from a 
holding concern to an investment 
company. Under present condi- 
tions, the shares are little more 
than a speculative football, though 
they have definite underlying 
values. 

It should be realized that many 
low priced stocks, as well as those 
in the higher brackets, were un- 
loaded on an abnormal scale early 
in 1949 when industrial earnings 
generally suffered under the im- 
pact of readjustment. Because of 
improved conditions since then, it 
has been natural for prices of 
many low priced equities to re- 
bound quite rapidly from earlier 
depressed levels. For reasons we 
have explained, the percentage 
gains of some stocks might seem 
too large and too rapid to hold, 
although study might reveal that 
for sound reasons the recent prices 
have little cause to arouse undue 
caution. The outlook for certain 
industries has changed so defi- 
nitely for the better that some 
of their best grade components 
should rather easily continue to 
pay stable dividends. 

Among others in the foregoing 
group, we might select National 
Gypsum Company, whose shares 
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declined to 11% at one time last 
year but later recovered to around 
19 for a 61% gain. At their 1946 
high, these equities were quoted at 
3314, and currently the company’s 
enlarged facilities and encourag- 
ing sales prospects point to much 
better operating conditions than 
three years ago. 

A somewhat similar example is 
provided by Worthington Pump 
& Machinery Company, whose 
shares last year rose from a de- 
pressed price of 1134, to 17, an ad- 
vance of 44.6%. For nine months 
ended September 30, 1949, Worth- 
ington reported net earnings of 
$3.81 per share compared with 
$3.68 in the same span a year be- 
fore, thus indicating no valid rea- 
son for the decline in the price for 
its shares early in 1949. To 
strengthen this assertion, the com- 
pany declared a year-end extra of 
30 cents a share, increasing the 
annual total to $1 compared with 
75 cents a share in 1948. With a 
current yield of 6% and a wide 
coverage of earnings, these shares 
will hold considerable appreciation 
potentials, it would seem. 

It must be admitted that low 
priced shares unquestionably have 
superior merit as a medium with 
which to achieve capital gains 
more rapidly in strongly advanc- 
ing markets, but their selection for 
best results must be based on thor- 
ough and informed study of their 
fundamentals and intrinsic values. 
Above all, the average investor is 
warned not to construe a relatively 
low price in any case as evidence 
of bargain opportunities. 


(Please turn to page 416) 
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quarters of fiscal 1948. 

On September 30, 1949, the 
ratio of current assets to current 
liabilities was 3.68 to 1, which 
compares with 2.61 to 1 shown in 
the preceding year. Net working 
capital showed a small decrease 
for 1949. 

Total amount spent during the 
year for fixed properties was $1,- 
742,497, of which the depreciation 
provision covered $906,838. Most 
of this sum was expended for a 
hot strip mill and auxiliary equip- 
ment, not yet in production. The 
mill is being installed primarily 
for making wrought iron skelp 
for the manufacture of pipe, and 
is expected to produce a substan- 
tial savings in manufacturing 
costs. 


THE 


MAGAZINE OF 





Dividends of $7.00 per share 
were paid on the preferred stock 
in 1949 and $1.50 per share on the 
common stock. In accord with the 
provisions governing the com- 
pany’s preferred stock, 10% of 
net earnings after payment of 
preferred dividends or $136,164 
was set aside for retirement of 
preferred stock. 

Dividends plus the stock re- 
tirement fund bring the total dis- 
tribution to shareholders in 1949 
to approximately 52% of net in- 
come after taxes. 


McGraw Electric Company 


As a subscriber to The Magazine of 
Wall Street, I would appreciate any in- 
formation you could give me on McGraw 
Electric Company as to sales volume, 
profits, dividends and sales outlook for 
1950. E. G., Saginaw, Michigan 

Earnings of McGraw Electric 
Company and subsidiaries and 
Line Material Company and sub- 
sidiaries for the twelve months 
ended September 30, 1949, were 
$6.56 per share. This compares 
with per share earnings of $5.76 
for McGraw Electric Company 
alone for the full year ended Sep- 
tember 30, 1948, before acquisi- 
tion of Bersted Manufacturing 
Company, Manning-Bowman & 
Company and Line Material Com- 
pany. 

Balance sheet as of September 
30, 1949, showed total current | 
assets of $27,155,131 and total 
current liabilities of $10,386,345. 

Net sales for the company and 
subsidiaries for the twelve 
months ended September 30, 1949, 
amounted to $71,837,451. 

Dividends in each of the past 
two years have amounted to $3.50 
per share. 

The sales outlook for 1950 ap- 
pears good at the present time. 





For Profit and Income 
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thereof quite possible. This in- 
vestment-grade issue has lagged 
much behind the natural gas 
group during the last two years. 
For the reasons, cited, it is prob- 
ably one of the best natural gas 
stocks to hold over the next year 
or two. 


Gas 


Speaking of natural gas, the 
broadening availability of this 
highly efficient fuel, as pipelines 
are extended to new marketing 
areas, is working in behalf of all 
makers of gas-using equipment. 
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@ To serve customers more economically, 
Mathieson has strategically located not one but three 
great tide-water plants. 


From these deep-water ports Mathieson is able to 
move economically large tonnages of heavy chemicals, 
new, improved fertilizers and special chemicals through 
low-cost shipping over inland waterways, along the 
coast or across the seven seas. 


Reflected also in Mathieson chemicals are the 
customer benefits accruing from the efficient handling of 
incoming raw material at these tide-water ports. 


Mathieson’s constantly improving and expanding facilities 
for research, production and delivery are the result of 
one aim — to provide chemicals for the betterment 

of industry, agriculture and public health. 


Mathieson Chemical Corporation 
MATHIESON BUILDING, 
BALTIMORE 3, MARYLAND 





SERVING INDUSTRY, AGRICULTURE AND PUBLIC HEALTH 
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Of the latter, the biggest poten- 
tial gainers would seem to be 
those now making only or mainly 
gas equipment. Two such are 
Servel, maker of gas-operated re- 
frigerators; and Affiliated Gas 
Equipment, a merger of several 
makers of gas appliances formerly 
subsidiaries of Dresser Industries. 
Both of these stocks are highly 
speculative, the latter somewhat 
more so than Servel. 


Beer 


Beer is here to stay, and some 
brewers make a lot of money in 
good times or bad. One of the 
most stable ends of the business 
is the making of malt. The lead- 
ing stock in the field — the only 
listed issue in it, so far as this 
column knows—is the old Froed- 
tert Grain & Malting. This com- 
pany supplies malt to various 
brewers with whom its trade re- 
lations are long established. The 
business is handled so that varia- 
tions in the price of barley have 
no significant effect on earnings. 
Mainly due to larger and more 
efficient capacity, earnings for the 
fiscal year ended last July 31 rose 
to $3.44 a share, over double the 
figure for the previous year. Fur- 
ther, and more gradual growth is 
probably ahead. Around 17, and 
carrying a $1 dividend rate, the 
issue is among the more solid of 
the stocks now selling below 20. 


In Brief 


West Penn Electric was cited 
favorably in this column some 
time ago, when it was lower in 
price. We are not keen about it 
here, and would take profits. The 
unseasoned Southern Company, 
created by the break-up of Com- 
monwealth & Southern, is one of 
the most attractive low-priced 
electric utilities to buy on moder- 
ate market sell-offs. This com- 
pany’s system embraces Georgia 
Power, Alabama Power, Gulf 
Power and Mississippi Power... . 
Rayon companies probably will 
better their relatively poor 1949 
results in 1950, but the stocks 
have very largely discounted this 
potential. Compared with 1948 
highs, Celanese is the least ad- 
vanced of them... . The lightly 
capitalized Nopco Chemical, maker 
of a number of chemical special- 
ties, should give better than aver- 
age 1950 results in earnings, divi- 
dends and market performance. 
The stock has been very volatile. 
Paying a $1.60 dividend, and ca- 
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pable of earning over double that, 
it is now around 29, compared 
with 1946 high of 7214... . Re- 
cently above 100, Minnesota Min- 
ing & Manufacturing has made a 
new all-time high in each of the 
last seven years. Since the 1929 
high of 714, bull-market highs 
have not been “peaks.” That is, 
they were in due time bettered, 
whatever the general market 
trend. The 1946 high of 5614 looks 
low in retrospect, but did not look 
low in 1946. The present yield is 
less than 3%. Dynamic growth 
stocks never look cheap on cur- 
rent earnings and dividends. . . 
Neither do some which are less 
than dynamic. 





Which Industries Offer Best 
Prospects for 1950? 
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recovery. Another active building 
year thus will mean much to the 
economy as a whole. Similarly, it 
will mean continuation of the re- 
covery trend in earnings of build- 
ing materials companies follow- 
ing their severe dip during the 
first half of 1949. Leading con- 
cerns in the field, and particu- 
larly the cement manufacturers, 
should make an excellent profit 
showing. The latter are in a par- 
ticularly favored situation be- 
cause of the heavy demand for ce- 
ment arising from large public 
works projects. 


PETROLEUM: The year 1949 has 
not measured up to the high hopes 
which many have held for the 
petroleum industry. In a number 
of respects the record has been 
disappointing. Reflecting the cut- 
backs ordered by regulatory 
bodies in order to keep produc- 
tion in line with demand, out- 
put of crude oil fell sharply be- 
low the record breaking level of 
1948. It was the first time in re- 
cent years that domestic produc- 
tion did not exceed that of the 
year before. 

Daily average crude production 
was about 5.05 million barrels 
compared with 5.51 million in 
1948. To make matters worse, 
imports have been rising and ex- 
ports declining. Additionally, the 
record of 1949 has emphasized the 
fact that the industry’s earnings 
are importantly affected by the 
weather. Profits dropped well be- 
low those of 1948 primarly be- 
cause unseasonally warm weather 
reduced the demand for heating 
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oils. It must be noted, in this con- 
nection that the high level of total 
demand which existed in 1948 was 
brought about to a greater extent 
by expanded use of distillate fuels 
than by the growth in gasoline 
demand. This is important. For- 
merly the oil industry’s major 
market was the gasoline demand 
during spring and summer, but 
more oil is now consumed in the 
fall and winter. Unseasonal tem- 
peratures thus are bound to affect 
sales and prices. 

Competition will be intensified 
in 1950 and average earnings may 
not be as high as in 1949 when 
they ranged 25° to 30% lower 
than the record 1948 level. The 
industry enters the year with sur- 
pluses of both crude production 
and refinery capacity in world as 
well as home fields. In this coun- 
try, stocks of most products are 
at levels insuring easy supply 
conditions, and only state controls 
and voluntary cutbacks coupled 
with relatively high demand have 
averted markedly adverse effects 
on prices. So far, the crude oil 
price has held, but how long this 
will be is another question. 

Though the volume outlook for 
1950 should be fair to good, the 
potentially disruptive influences 
of increased net imports and 
greater susceptibility to the un- 
predictable factor of the weather 
in combination with the slower 
rate of growth of demand doubt- 
less hold certain dangers of 
periodic oversupply and _ over- 
accumulation of inventories. Ad- 
ditionally, recent developments 
dashed hopes for expanded ex- 
port markets. 


Adverse British Act 


The situation was precipitated 
when Britain and other sterling 
bloc countries banned or curbed 
imports of American or other 
“dollar oil’ to conserve dollar ex- 
change. The resultant specific loss 
of markets abroad may be only 
the beginning of further restric- 
tions which in the end could lead 
to a broad price war in world 
markets. While only a few of the 
larger companies with big stakes 
in the Middle East are directly 
affected so far, it is a situation 
that in the end could well have un- 
desirable repercussions on the 
bulk of the industry. 

Meanwhile consumption of 
petroleum products in 1950 is ex- 
pected to show a moderate in- 
crease over 1949, with total U. S. 
demand possibly 3% to 4% higher. 
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Demand for gasoline should show 
a further rise and there will be 
a continuation of the flight from 
coal to oil as a reflection of un- 
certainties in bituminous coal 
mining. Exports are bound to 
show a further drop while im- 
ports are slated to increase, par- 
ticularly if Middle East oil out- 
lets to Europe and other coun- 
tries are curtailed. Necessarily all 
of this means a sharpening of 
competition. The salient point in 
the outlook, particularly from a 
profit standpoint, remains how- 
ever the price of crude oil, in the 
circumstances by no means im- 
mune. 

NON-FERROUS METALS: Postwar 
price adjustment hit the non-fer- 
rous metal markets with stun- 
ning impacts in the second quarter 
of last year. Buyers who earlier 
had been willing to pay premium 
prices for prompt delivery sud- 
denly lost interest, and progres- 
sive sharp price cuts failed to re- 
vive demand. Things for a time 
were at a deadly impasse. In less 
than three months copper had 
dropped from 231% cents a pound 
to 16 cents; lead from 211% cents 
to 12 cents and zinc from 171% 
cents to 9 cents before a slow re- 
covery ensued following the work- 
ing off of excess inventories in the 
hands of consumers. 

The sharp falling off of sales, 
if not their temporary complete 
disappearance, resulted not only 
in cutbacks or suspension of min- 
ing operations but in drastic re- 
ductions of company earnings. 
Together with scattered strikes 
at various mines, the first half of 
1949 was highly disappointing. 

Things have picked up since, 
both pricewise and as to demand. 
Yet profits of all metal producers 
have naturally fallen below the 
lush figures of 1948 though the 
decline has often been less than 
anticipated, due to operating 
economies, increased mechaniza- 
tion and improved labor efficiency. 

What about the outlook for 
1950? Copper consumption in the 
first six months is expected to con- 
tinue at approximately the high 
levels of the last quarter of 1949. 
Industrial demand revived in the 
third quarter and consumption 
since was close to the highest level 
of the postwar period. At present, 
many producers have gone back 
to a six-day week without bring- 
ing the metal into easier supply, 
which however is now adequate. 
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The strong improvement is pri- 
marily ascribed to the continued 
high rate of operations of some of 
the principal copper using in- 
dustries—automotive, building & 
construction, electrical appliances 
and public utilities, and as long 
as this continues, the market for 
copper will remain on the tight 
side, particularly as Government 
stockpiling keeps cutting into the 
supply. Last year’s wide range of 
prices is expected to be narrowed 
in 1950. Currently at 181% cents 
a pound, the price appears well 
stabilized for the time being. 

The immediate outlook points 
to possibly six months of high 
level operations by fabricators 
and producers and correspond- 
ingly good earnings. Prospects 
thereafter hinge on changes in 
demand from the principal con- 
suming industries. With copper 
going into industry and the stock- 
pile at an estimated monthly rate 
of 110,000 tons, importations of 
at least 3,000 tons a month will 
be needed just to supply consumer 
demand. In the circumstances, 
copper company earnings should 
hold at highly satisfactory levels. 

Lead producers last year were 
plagued with record imports of 
foreign metal at a time when 
domestic consumption was declin- 
ing but an improvement in de- 
mand is now seen, though foreign 
competition persists because of 
the need abroad to earn dollar ex- 
change. 

In contrast with 1,129,000 tons 
used in 1948, consumption in 
1949 was about 875,000 tons. At 
the same time, imports were up to 
400,000 tons, or 60,000 tons more 
than in 1948. This rate is unlikely 
to continue in 1950. 


Lead Shortage Over 


Ending of the lead shortage has 
now turned the attention of pro- 
ducers to the regaining of markets 
which were lost during the period 
of secarcities and high prices. A 
slow recovery in demand is antici- 
pated as the result of the sharp 
drop in price which occurred last 
vear. Consumer inventories are 
low, and after bouncing in rather 
bewildering fashion, the price is 
now at 12c a pound but none too 
firmly established at that level. 

Consuming industries are buy- 
ing as little as possible, apparently 
expecting a further downdrift in 
price; they know that lead prices 
will continue to be sensitive to for- 
eign competition. In the circum- 
stances, the outlook is somewhat 
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obscure. Further price declines, 
should they eventuate, might well 
result in sharp contraction of do- 
mestic mine operations. Barring 
this, according to present indica- 
tions, earnings of lead producers 
should continue along recent re- 
duced levels. 


The Zinc Market 


The price of zinc is having trou- 
ble in getting back firmly to its pre- 
steel strike level of 10c a pound. 
With demand sharply reduced by 
the steel strike—since galvanizers 
had no metal while the strike 
lasted—it ended the year with a 
dual price of 934,c and 10c respec- 
tively. Demand subsequently has 
improved as steel mills reentered 
the market after a lapse of several 
weeks. 

Galvanized steel goods are still 
listed in short supply. A tighter 
price situation appears again in 
the making particularly because 
of lowered zinc production due to 
a work stoppage at an important 
smelter. With consumption getting 
back to normal, tightening supply 
situation is foreseen that should 
get the price firmly back to the 
10c level. 

The aluminum industry reported 
an upward trend in demand at the 
end of 1949 following a decline 
which paralleled the general indus- 
trial setback earlier last year. At 
the same time, producers stress 
the development of new products 
and markets as the industry’s ma- 
jor task now that the aluminum 
shortage has been overcome. The 
industry entered the new year 
with production at a high level. 

1949 output is estimated at 
1,200 million pounds against 1,247 
million pounds in 1948, with the 
decline primarily due to strikes 
which hit production in the later 
part of the year and to water 
shortages at several hydro-electric 
plants which service aluminum 
producing facilities. 

Barring revival of recessionary 
trends in industry, output in 1950 
should continue high and alumi- 
num should become even more 
firmly established among the ma- 
jor metals in recognition of its 
many advantages in manufactur- 
ing operations. This points to well 
maintained earnings of estab- 
lished aluminum producers in the 
year ahead. 
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Dividend. eter es 2,480,000 
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(6,200, 000 inane @ $20 head 
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Undivided Profits. 50,463,116 300,463,116 
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MACHINERY AND MACHINE 
TOOLS: The expected decline of 
about one-fourth in industrial 
plant construction will probably 
result in lower sales of machinery 
and industrial equipment this 
year, on an overall basis, though 
the outlook continues fairly good 
on the basis of a continued high 
level of activity for the entire 
economy. A rather erratic pattern 
is presented when prospects for 
the various divisions of the indus- 
trial equipment industries are con- 
sidered. 


The continuing interest on the 
part of all manufacturers in reduc- 
ing costs of operations, and the an- 
ticipation of large public works 
projects are factors favoring some 
machinery and equipment com- 
panies, while other heavy equip- 
ment makers are faced with un- 
favorable prospects as a result of 
the wind-up of postwar construc- 
tion work in the fields they serve. 


The machine tool industry and 
manufacturers of a wide range of 
materials handling equipment, in- 
cluding cranes, hoists, conveyors 
and industrial trucks, are antici- 
pating increased orders, largely on 


the theory that higher wages and 
continued high taxes, and other 
factors will impel more plants than 
ever to replace older tools and 
equipment with new and more 
efficient ones. 

In fact, there have been quite 
some “nibbles” recently. Novem- 
ber orders of some $25 million look 
like the real thing at last. Hence 
the forecast for 1950 is for a $300 
million year in the machine tool 
industry. There has been a sharp 
pickup in inquiries from the auto- 
mobile, appliance and farm equip- 
ment industries, particularly the 
first-mentioned. As it looks, the 
auto industry, getting set for high 
volume and keen competition in 
1950, is again performing its tra- 
ditional function of sparking the 
machine tool industry right out of 
its slump. 

Throughout 1949, machine tool 
makers operated at levels slightly 
below those of 1948 and total ship- 
ments for the year were $250 mil- 
lion compared with some 274 mil- 
lion a year earlier. On the other 
hand, the materials handling 
group ended 1949 with sales 
slightly off from the $2 billion level 
set in 1948 but likewise with 





shipments and inquiries showing 
healthy increases and confidence 
that this trend will continue. 

An equally optimistic outlook is 
held by suppliers of a wide range 
of equipment to the heavy con- 
struction industries, including the 
makers of earthmoving and other 
equipment for road, highway and 
bridge building, sewer pipe and 
water purification units. 


Look to Active Domestic Market 


The domestic market should be 
particularly active during the first 
half, in the opinion of machine tool 
builders. Foreign orders—a good 
part of them through ECA—will 
still be a big factor in 1950 though 
yd pr obably won’t run as high as 

© to 35% as they did in 1949. 
That’s partly because they find 


competition abroad stiffening since 


Britain devalued, a move that au- 
tomatically boosted the price of 
American machinery some 40% in 
sterling areas, tending to divert 
more business to British and other 
foreign makers. 

But domestic prospects appear 
definitely promising. Manufactur- 
ers of special purpose machines 
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cultivated and inhabited for centuries. 


CREATORS OF 
FERTILE FARMLANDS... 


Bananas are temperamental. The luscious Gros Michel, for instance, craves 
the rich silts and bottom lands of Middle America... 


not the higher regions, 


To give the banana the land it loves, vast acres of plantations must be 
carved from dense jungle. Thick underbrush must be cleared, stagnant 


water drained from impenetrable swamps. Land — tillable, 


productive 


land — must actually be created. As banana plantations come into being, so 
do inhabitable areas. 


So it goes. Through scientific cultivation of wastelands, the banana indus- 
try creates new fertile farms for Middle America. 


UNITED FRUIT COMPANY 


80 Federal Street, Boston 10, Mass. 


BRITISH HONDURAS, 


GUATEMALA, HONDURAS, JAMAICA, B.W.I., 


COLOMBIA, COSTA RICA, CUBA, DOMINICAN REPUBLIC, 
NICARAGUA, PANAMA, CANAL ZONE 
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who turn out tools for the auto in- 
dustry, foresee big gains. But also 
makers of standard machine tools 
— from presses to milling equip- 
ment—are getting their share. 

A $300 million year for the ma- 
chine tool industry is hardly boom- 
size but it will be big enough to 
permit many shops to get back to 
the standard work week. It should, 
above all, mean expanding sales 
and better earnings. Most new tool 
orders will be on a cost reduction 
basis. The tool makers are looking 
to the need for cost reduction 
as the major stimulant of new 
business. 





Realistic Reappraisal Of 
Stocks Ahead 





(Continued from page 364) 


been considerably different, had it 
been figured from the June lows. 
There is, of course, limited pro- 
phetie significance in the relation- 
ships. In fact, the most certain 
thing of all is that many positions 
will shift in 1950, and that a 
similar chart record a year hence 
will be much different. In its work 
on industry and company analyses, 
The Magazine of Wall Street ex- 
pects to foresee some of these 
shifts and to detect others as they 
begin to develop. In this connec- 
tion it may be interesting to note 
that the worst-acting group in 
1949 (radio-television) was the 
best of all in 1948. 

The unanimity of optimistic 
business forecasts ‘for at least the 
first half of 1950” suggests that 
caution is in order, at least to the 
extent of keeping close watch. 
Capital outlays and exports, two 
of the most important economic 
props, are trending down. On top 
of this, suppose it developed by 
late spring, or sooner, that auto- 
mobile output and_ residential 
building would tend, or were 
threatening, to outrun effective 
demand ? Or suppose some adverse 
surprise should come out of Wash- 
ington or some shock come out of 
foreign news? We think it very 
likely that, before the end of 1950, 
things either will be considerably 
better or considerably worse than 
the stock market is presently al- 
lowing for—and we doubt that it 
will be the former. Necessarily, the 
next major shift in investment- 
speculative sentiment will not be 
toward the bullish side. A conserv- 
ative, carefully selective invest- 
ment policy is still advised. 
Monday, January 9. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
DECEMBER 31, 1949 


RESOURCES 


Cash and Due from Banks . .. . 
U. S. Government Obligations. . 

State and Municipal Securities. . . 
Other Securities . . . 1. . « « 


Loans, Discounts and Bankers’ 
pO eee 
Accrued Interest Receivable . . . 
ee a ea 
Customers’ Acceptance Liability . . 
Banking Houses . . .... « 


Other Assets a ae we 


LIABILITIES 


a a a 
Dividend Payable February 1, 1950 
Reserve for Taxes and Other Expenses 
Other Liabilities 
Acceptances 

Outstanding . . $ 23,621,031.88 


Less Amount 


in Portfolio . 1,875,378.05 


Capital Funds: 
Capital Stock. . $111,000,000.00 

(7,400,000 Shares— 

$15 Par Value) 


Surplus. . 189,000,000.00 


Undivided 
Promise. oicee < 


45,388,273.70 


$1,280,491,136.21 
1,819,414,477.29 
109,677,778.28 
127,537,703.57 


1,350,507,126.46 
10,658,859.01 
28,945,703.57 
20,011,774.54 
29,593,355.13 
___2,851,906.09 
$4,779,689,820.15 


$4,384,572,390.61 
2,960,000.00 
13,840,657.51 
11,182,844.50 


21,745,653.83 


_ 345,388,273.70 
$4,779,689,820.15 


United States Government and other securities carried at 
$321,043,912.00 are pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Carbon Blacks of quality 
— such are UNITED 
BLACKS. Dependable in 
performance, UNITED 
BLACKS are the result 
of exacting research, ex- 
pert and ingenious proc- 
esses of manufacturing. 
UNITED CARBON 
COMPANY is the pro- 
ducer of both channel and 
furnace blacks, which 
meet the most rigid re- 
quirements in the rubber, 
Paint, paper and ink in- 
dustries. 


UNITED BLACKS ARE AVAIL- 
ABLE THE WORLD OVER 


CHARLESTON, 27,W VA 


AKRON + CHICAGO + B 


NEW YORK + 





Should You SELL 
THESE STOCKS? 


American Can 


Babson’s_ opinion 
denmaae tapbe on these stocks may 
Armour & Co save you losses. 


Simply check those 


Chesapeake & Ohio you own, OR LIST 


Commonwesith Ed. |7 OTHERS YOU 
—- Edison OWN, and mail 
a this ad to us. We 
General Foods will tell you if 


General Motors 

Goodyear T. & R. 
Kennecott Copper 
Montgomery Ward 
New York Central 
Penn. Railroad 

Standard Oil, Cal. 


clients have been 
advised to Hold or 
Switch them. 


(Please print your 
name) 





Standard Oil, Ind. No cost 

—— Oil, N. J. or obligation. 
exas * ° 

U. S. Steel Write Dept. 

F. W. Woolworth M-83 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
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In Our Next Issue: 
Analysis of Industry Prospects 
Part ll 
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As I See It! 





(Continued from page 361) 


tries. Above all, we must stop play- 
ing into the hands of the Chi- 
nese Reds, however unintentioned 
and indirect. Enough “dust has 
settled” for anyone to realize, 
through the remaining haze, the 
weakness of Mr. Acheson’s “‘diplo- 
matic approach” to a situation 
where only forthright and posi- 
tive action can produce results. 

It’s time, therefore, to stop 
floundering, to try to run away 
from what cannot be escaped. 
The attempted evasion makes the 
situation only worse. 





Where Low-Priced Stocks 
Stand in Present 
Market Cycle 
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A disappointing trend in earn- 
ings during 1949 has adversely af- 
fected the price of Heyden Chemi- 
ical Corporation shares, recently 
quoted at 17 compared with a 1949 
high of 2114 and a corresponding 
low of 14%. At their peak in 1946, 
these equities were quoted as high 
as 4514. Although Heyden Chemi- 
cal’s volume of $7.2 million for 
nine months ended September 30, 
1949, was slightly above the cor- 
responding interval in 1948, net 
earnings per share fell sharply to 
72 cents versus $2.01. Regardless 
of this decline, though, the direc- 
tors paid quarterly dividends of 25 
cents a share throughout last year, 
same as in the previous year. 

What seems to have contracted 
operating margins rather severely 
has been greatly heightened com- 
petition in the markets for penicil- 
lin, formaldehyde and streptomy- 
cin. The company produces more 
than 120 other chemicals besides 
those cited, but in postwar its prof- 
its on the three specialties have 
been rather abnormal. 

As there is little in sight to sug- 
gest much of an improvement in 
competitive conditions and the 
earnings coverage of dividends 
may continue to be slim in 1950, it 
looks as if the appreciation poten- 
tials of the stock are not very 
bright. 

Chicago Corporation shares ata 
recent price of 13 have recovered 
percentagewise rather well from 
their 1949 low of 9, and currently 


TALE 


MAGAZINE 


are only about a point below their 
last year’s top of 14. After about 
twenty years’ experience as an in- 
vestment company, Chicago Cor- 
poration has gradually changed its 
activities enough to allow exemp- 
tion by the SEC from having to 
rate as such. This is because in late 
years, the company has expanded 
its interest in oil and natural gas 
companies to such an extent that 
they now predominate by a wide 
margin, although at the end of 
1948 the portfolio still included 
about $4.7 million of marketable 
industrial and other kinds of se- 
curities. 


National Gas Contract 


In contrast, the company has 
gone in heavily, often with associ- 
ates, in developing and marketing 
natural gas. Chicago Corporation 
was the principal organizer of 
Tennessee Gas & Transmission 
Company, but later disposed of its 
holdings at a profit of about $3.8 
million. More importantly, the 
company holds contracts to supply 
until 1970 an immense quantity of 
natural gas to Tennessee Gas & 
Transmission on an advancing 
price scale. The oil and gas proper- 
ties owned or controlled by Chi- 
cago Corporation are valued at 
more than $17 million, aside from 
an additional $10 million in asso- 
ciated ventures. 

During 1949 the company paid 
quarterly dividends of 15 cents a 
share, a rate that not only appears 
secure but in time may be raised. 
Over the long term it would be pos- 
sible for earnings to improve con- 
sistently and furnish quite a meas- 
ure of speculative attraction to 
the shares. 


1.7. & T. 


International Telephone & Tele- 
graph Company shares, non-divi- 
dent payers since 19382, recently 
sold at 9%, about 40% above their 
1949 low of 7. This concern has had 
hard sledding for some years past, 
due to loss of properties in various 
parts of the world under war con- 
ditions and disposal of others in 
Argentina, Hungary and_ else- 
where. 

1949 was an especially difficult 
year because losses from foreign 
exchange aggregated more than $5 
million, though this was charged 
against surplus rather than cur- 
rent earnings. Additionally, the 
company’s domestic manufactur- 
ing subsidiaries ran well into the 
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red in the first six months of 1949. 

Acquisition of Farnworth Tele- 
vision may prove to have been a 
constructive move, and aside from 
foreign exchange troubles, the 
company’s overseas properties are 
in excellent physicial shape. On the 
whole, these shares constitute a 
radical speculation, although over 
the long term they may develop 
more merit. 
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ROAD TO A RICHER LIFE 
By Walter B. Pitkin 
Ziff-Davis 


The thesis of ROAD TO A RICHER 
LIFE is that no one can stand still; you 
either go forward or you slip back. Mr. 
Pitkin sees the desirable pattern of liv- 
ing as an “Upward Spiral,” a constantly 
ascending movement around a center of 
interest. This is a book for hardy souls 
who do not believe in giving in to the 
fears engendered by the Atomic Era, 
who are willing to seek a richer life 
through intelligence and self-discipline. 


$3.00 


To those who do not want to fritter 
away time and energy in empty forms of 
escape this book shows the road to deeply 
satisfying new ways of thinking and liv- 
ing. With inspiring examples drawn 
from the lives of men as different as 
Henry Ford, Bernard Baruch, and Im- 
manuel Kant, this wise and witty book 
shows you how to win friends more eas- 
ily, how to gain immeasurably in power 
and charm, how to avoid the thoughts 
and actions that put life on a downward 
trend, how to find the proper balance of 
work and play, and how to start living 
the Great Life today. Though it deals 
with the deepest truths of modern living, 
it is fascinating to read, inspiring and 
easy to understand. It may well start you 
on an exciting new “Upward Spiral” of 
living. 


BRAZIL WORLD FRONTIER 
By Benjamin H. Hunnicutt 


D. Van Nostrand Company, Inc. $6.00 


Brazil: World Frontier fills a real 
need of the American business man, in- 
dustrialist, student, and traveller, for an 
up-to-date, accurate appraisal and sym- 
pathetic treatment of a land where un- 
limited opportunity awaits the enterpris- 
ing and venturesome spirit. 

Mr. Hunnicutt is uniquely qualified to 
write this comprehensive and absorbing 
report on the present and future poten- 
tial of Brazil. A recident of Brazil for 
JANUARY 
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Open a savings account in 


LAWN SAVINGS 


Accounts Federally Insured 


to $5,000 


Y 


CURRENT 
DIVIDEND 


VISIT OUR NEW HOME } 











SAVINGS and LOAN 


ASSOCIATION 
Resources over $17,000,000 


Ample surplus and reserves 


3525 W. 63rd St., Chicago 29, Ill. 
WAlbrook 5-6500 


more than forty years, he has enjoyed 
rare facilities for intimate contact with 
Brazilians of every social and economic 
status—and for the appraisal of Brazil’s 
vast economic and social resources. He 
is one of the few North Americans re- 
siding in Brazil to have received the 
decoration of Commander of the Order 
of the Southern Cross in recognition of 
his efforts to promote a more sympa- 
thetic understanding between the Bra- 
zilian people and the citizens of the 
United States. 


DAY OF JUDGMENT 
By David Cushman Coyle 


Harper & Bros. $3.00 


This book is an interpretation of the 
main question now facing western civili- 
zation, and of the social and _ political 
measures that offer best hope for the 
future. How can fredom, democracy and 
the wise uses of science be assured? 

In a succession of short, vigorous 
chapters the author ranges widely over 
present-day American issues: the mean- 
ing of freedom, the improvement of our 


e@ Accounts opened before the 10th of each month 
earn dividends from the Ist of the month? 

e@ NEVER LESS THAN 3%—for the past 26 years? 
e Appropriate Investments for Pension Funds 
... Perpetual Care Funds...Legal Trust Funds... 
Corporate and Individual Accounts? 

e You can save any amount at any time and 
withdraw at your convenience? 





LAWN ‘SAVINGS 

3525 W. 63rd St., Chicago 29, lll. 
Gentlemen: 

Enclosed find $ (send check 
for at least $25.00). Open an 
account in following name(s) 


[_] Just send Free Booklet. 
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PLYMOUTH lee DE SOTO 
DODGE 2 A / CHRYSLER 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 








DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable March 13, 1950, to 
stockholders of record at the close 
of business February 14, 1950. 


B. E. HUTCHINSON 
Chairman, Finance Committee 











standard of living, the problem of mo- 
nopoly in industry, the struggle between 
public control and private enterprise, 
the conflict between the class system and 
the ideals of democracy. The book shows 
what lies behind the various social and 
political forces now pitted against one 
another. It offers the reader sound stand- 
ards for judging the issues for himself; 
and working out his own basis for action. 
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The Board of Directors 
has declared a regular 
quarterly dividend of fifty 
cents (50¢) per share on the 
Common Stock, payable 
February 15, 1950, to stock- 
holders of Tecord at the 
close of business January 
27, 1950. 


EDWARD BARTSCH 
President 


December 9, 1949 








NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
50c per share on the outstanding 
Common Stock, payable on 
February 1, 1950, to stockholders 
of record on January 11, 1950. 
The transfer books will not close 
THOS. A CLARK 
December 22, 1949. Treasurer 

















JOHN MORRELL & CO. 
DIVIDEND NO. 82 


A dividend of Twelve 
and One-Half Cents 
(0.125) per share on 
the capital stock of 
John Morrell & Co. 
will be paid January 30, 1950, to 
stockholders of record January 12, 
1950, as shown on the books of the 
Company. 

Ottumwa, lowa. George A. Morrell, Vice Pres. & Treas. 
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THE COLUMBIA 
GAS SYSTEM. INC. 


The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 61, 183/44¢ per share 
payable on February 15, 1950, to holders of 
record at close of business January 20, 1950. 
Dace Parker 


January 5, 1950 Secretary 

















THE THEORY AND PRACTICE 
OF MODERN GOVERNMENT 
By Herman Finer 


Henry Holt and Company $7.50 


Since its first appearance in 1932 this 
book has exercised a profound and un- 
ceasing influence on political science all 
over the world. It has been universally 
acknowledged as the most penetrating 
work on comparative government, indis- 
pensable for any serious student. 

This new edition is thoroughly revised, 
expanded, and rewritten—brought up to 
date in every respect. As in the earlier 
edition, attention is focused primarily on 
the governments of the democracies, but 
with continuous comparison to Fascist 
Italy, Nazi Germany, and Soviet Russia. 
This illuminates both the essentials. of 
democracy and the workings of totali- 
tarianism. 

Despite the complexity of the material, 
the book is brilliantly clear, lively, and 
interesting: the author’s reputation for 
a distinguished style is well deserved. 

Of special interest are: the discussion 
of the new constitutions, especially of the 
Fourth French Republic and of Soviet 
tussia; an extended analysis of the im- 
portant principle of separation of gov- 
ernmental powers, discussions of the 
theory and practice of government plan- 
ning, of public opinion and propaganda, 
of political parties in the postwar world; 
and a detailed treatment of the problems 
of Civil Service, including such recent 
issues as the Hoover Commission report 
and the difficulties of the British Labour 
Government. 


THE SCIENTIFIC APPRAISAL 
OF MANAGEMENT 

By Jackson Martindell 

Harpers 


$4.00 


The book is based on an analysis of a | 


variety of notably well run companies, 
as compared with their less successful 
competitors. Each important phase of 
the management function is carefully 
scrutinized: the composition of the board 
of directors, the corporate organization, 
financial structure, dividend policy, pro- 
duction record, research effort, 
management. The whole character of the 
business as reflected by the various 
stages of its development, in addition to 
its financial status for any immediate 
period, is taken into account. From this 
survey there emerges a set of positive 
indices by which the business organiza- 
tion can be accurately appraised. 


HOW TO PLAN YOUR 
FINANCIAL SECURITY 
By Lawrence ‘Washington 


A Whittlesey House Book $2.95 

Today, real financial security is more 
sought after, though harder to achieve, 
than ever before. Here is a book that will 


help you, no matter what your financial | 


sales | 





status happens to be, to form a sound 
plan for the future. 

Lawrence Washington, an officer of 
one of the largest financial institutions 
in the United States, shows that any per- 
sonal program for financial planning 
follows three fundamental steps. First, 
achieving an excess of income over ordi- 
nary second, making adequate 
financial against ill health, 
emergencies, déath; third, building up 
an estate which will assure comfort and 


outgo; 
provision 


security for you and your family in later 
life without reliance on earnings. 

Step by step, Mr. Washington makes 
clear the intricacies of spending money 
wisely, establishing a regular savings 
plan, the kinds of insurance, annuities, 
and trusts that will best serve you and 
your family, investments in_ stocks, 
bonds, and real estate, and making a 
will. He also discusses fully military 
service life insurance, the hidden values 
of older insurance policies, the effect of 
taxation on different financial plans, so- 
cial security, and government bonds. 
Each item which is most likely to enter 
your financial program is discussed thor- 
in addition, some typical pro- 
grams which have been set up are an- 


oughly; 


alyzed for their comparative advantages. 








for Successful 
1950 MARKET DECISIONS 


This New January Issue of 


GRAPHIC STOCKS 


gives you large, clear reproductions of 


958 CHARTS 


Note that 6 new Group Averages 
have been added 
This new completely revised edition of 
27a STOCKS covers twelve entire 


“All 1949 dividends are included 


These charts give ey the complete mar- 
ket history of virtually every stock actively 
traded on the New York Stock and Curb 
Exchanges for 12 years from January 1938 
to January 1950. 

hown are: 


¢ Monthly Highs and Lows 
© Annual Earnings 

¢ Annual Dividends 

© Latest Capitalization 


® Volume of shares traded 
Many stocks have been rising since last 
June. It is important to study their past 
action to decide if they are near a top and 
ready for a reaction. 

To buy and sell stocks wisely and profit- 
ably in the next few months a careful 
stu = GRAPHIC STOCKS can help you 
to take profits and avoid losses. 

This be iggy ane book of 958 charts is now 
available. Send your order for the Janu- 
ary 1950 issue today. 


SINGLE COPY (Spiral Bound)..$10.00 
YEARLY (6 Revised Issues)...... 50.00 
(Airmail anywhere in U. S.).... 55.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel. HA 2-4848 
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In this market setting when the investment action you 
take is vital to preserving and building capital and 
income ... we suggest that you turn to THE ForECAST just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. Forecast SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When to Sell 

Our weekly market forecast... with chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 
Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Annual Income of 6% to 8% on a Regular Monthly 
Basis; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 
selection and proper timing key- 








given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded with graphs 

are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
shows significant indications at 
this time. 


potentials. 








2. Definite Advices on Intrin- 


Have The Forecast Serve You 
.. . In Preparing Now for Greater 


Income and Profit in 1950 


The weeks ahead will crystallize the extent to 
which the market will consolidate its position 
and revalue individual securities in the light 
of the recent advance and their first quarter a 


From such situations substantial profits have 
been secured by Forecast subscribers . 
building up in a few weeks many points appre- 
ciation which normally take several months. 
Enroll now to participate in our new recom- 
mendations as selected. 


note FORECAST SERVICE. 


4. Continuous Consultation 


You are welcome to consult us 
... by mail or by wire ... on 
securities in which you are in- 
terested ...as many as 12 at 
time ...to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch . . . or close 
out. 


A Plus Service . . . These con- 
sultation privileges alone can be 














sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power: (d) 6% to 8% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders. . . in 
stable investment situations . . . in avoiding laggards . . 
in keeping your position adjusted to the market’s out- 


look. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially under today’s conditions. At 
this time. you also have the advantage of our Special 
Offer of Free Service to Feb. 15. Mail the coupon below 
today. 




















ail Coupon --------- FREE SERVICE TO FEBRUARY 15, 1990 [|—=§———-—-—-——-— ' 
1-14 
| | 
/ | THE INVESTMENT AND BUSINESS FORECAST | 
, oday: | of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
| I enclose [1 $60 for 6 months’ subscription; [J $100 for a year’s subscription. 
| (Service to start at once but date from February 15, 1950) 
IAL OFFER | | 
| SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: $1.00 ; months; [] $2.00 0 Telegraph me collect in anticipation of 

MONTHS’ 60 | pe focang C S. and Che ; important market turning points . | 
SERVICE Special Delivery: ([ $4.00 six months; when to buy and when to sell... when to 

| C) $8.00 one year. expand or contract my position. 
12 MONTHS" $100 Name — 

SERVICE 
| Address sees ees | 
Complete service will start at | | 
once but date from Feb. lth. | City... State = | 
‘pti Your subscription shall not be assigned at List up to 12 of your securities for our initial 

Subscriptions to The Forecast | poe time pt your consent. Analytical and Advisory Report. | 
are deductible for tax purposes. a gg a Se i at SL cai ee eR iyo heat a acre 


JANUARY 14, 1950 


419 











RAYONIER 


PRODUCER 
OF HIGHLY 
PURIFIED 
wooD 
CELLULOSE 





The Board of Directors 
has declared a regular 
quarterly dividend of fifty 
cents (50¢) per share on the 
Common Stock, payable 
February 15, 1950, to stock- 
holders of ‘record at the 
close of business Jartuary 
27, 1950. 


EDWARD BARTSCH 
President 


December 9, 1949 








NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
50c per share on the outstanding 
Common Stock, payable on 
February 1, 1950, to stockholders 
of record on January 11, 1950. 
The transfer books will not close 
THOS. A CLARK 
December 22, 1949. Treasurer 

















JOHN MORRELL & CO. 
DIVIDEND NO. 82 


A dividend of Twelve 
and One-Half Cents 
(30.125) per share on 
the capital stock of 
John Morrell & Co. 
will be paid January 30, 1950, to 
stockholders of record January 12, 
1950, as shown on the books of the 
Company. 

Ottumwa, lowa. George A. Morrell, Vice Pres. & Treas. 




















THE COLUMBIA 
(em) GAS SYSTEM, INC. 





The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 61, 189/4¢ per share 
payable on February 15, 1950, to holders of 
record at close of business January 20, 1950. 
Date Parker 


January 5, 1950 Secretary 




















THE THEORY AND PRACTICE 
OF MODERN GOVERNMENT 
By Herman Finer 


Henry Holt and Company $7.50 


Since its first appearance in 1932 this 
book has exercised a profound and un- 
ceasing influence on political science all 
over the world. It has been universally 
acknowledged as the most penetrating 
work on comparative government, indis- 
pensable for any serious student. 

This new edition is thoroughly revised, 
expanded, and rewritten—brought up to 
date in every respect. As in the earlier 
edition, attention is focused primarily on 
the governments of the democracies, but 
with continuous comparison to Fascist 
Italy, Nazi Germany, and Soviet Russia. 
This illuminates both the essentials. of 
democracy and the workings of totali- 
tarianism. 

Despite the complexity of the material, 
the book is brilliantly clear, lively, and 
interesting: the author’s reputation for 
a distinguished style is well deserved. 

Of special interest are: the discussion 
of the new constitutions, especially of the 
Fourth French Republic and of Soviet 
Russia; an extended analysis of the im- 
portant principle of separation of gov- 
ernmental powers, discussions of the 
theory and practice of government plan- 
ning, of public opinion and propaganda, 
of political parties in the postwar world; 
and a detailed treatment of the problems 
of Civil Service, including such recent 
issues as the Hoover Commission report 


and the difficulties of the British Labour | 


Government. 


THE SCIENTIFIC APPRAISAL 
OF MANAGEMENT 

By Jackson Martindell 

Harpers 


$4.00 | 


The book is based on an analysis of a | 
variety of notably well run companies, | 


as compared with their less successful | 
competitors. Each important phase of | 
the management function is carefully | 
scrutinized: the composition of the board | 


of directors, the corporate organization, 
financial structure, dividend policy, pro- 
duction record, research effort, 
management. The whole character of the 
business as reflected by the various 
stages of its development, in addition to 
its financial status for any immediate 
period, is taken into account. From this 
survey there emerges a set of positive 
indices by which the business organiza- 
tion can be accurately appraised. 


HOW TO PLAN YOUR 

FINANCIAL SECURITY 

By Lawrence Washington 

A Whittlesey House Book $2.95 


Today, real financial security is more 
sought after, though harder to achieve, 


than ever before. Here is a book that will | 


sales | 





help you, no matter what your financial | 


THE MAGAZINE OF WALL STREET 


status happens to be, to form a sound 
plan for the future. 

Lawrence Washington, an officer of 
one of the largest financial institutions 
in the United States, shows that any per- 
sonal program for financial planning 
follows three fundamental steps. First, 
achieving an excess of income over ordi- 
nary outgo; second, making adequate 
financial against ill health, 
emergencies, déath; third, building up 
an estate which will assure comfort and 
security for you and your family in later 
life without reliance on earnings. 

Step by step, Mr. Washington makes 
clear the intricacies of spending money 


provision 


savings 
plan, the kinds of insurance, annuities, 
and trusts that will best serve you and 
your family, investments in_ stocks, 
bonds, and real estate, and making a 
will. He also discusses fully military 
service life insurance, the hidden values 
of older insurance policies, the effect of 


wisely, establishing a regular 


taxation on different financial plans, so- 
cial security, and government bonds. 
Each item which is most likely to enter 
your financial program is discussed thor- 
oughly; in addition, some typical pro- 
grams which have been set up are an- 
alyzed for their comparative advantages. 








for Successful 
1950 MARKET DECISIONS 


This New January Issue of 


GRAPHIC STOCKS 


gives you large, clear reproductions of 


958 CHARTS 


Note that 6 new Group reed 
have been added 
This new completely revised edition of 
GRAPHIC STOCKS covers twelve entire 
ears. 


All 1949 dividends are included 


These charts give you the complete mar- 
ket history of virtually every stock actively 
traded on the New York Stock and Curb 
Exchanges for 12 years from January 1938 
to January 1950. 

Shown are: 


© Monthly Highs and Lows 
¢ Annual Earnings 

¢ Annual Dividends 

© Latest Capitalization 


© Volume of shares traded 
Many stocks have been rising since last 
June. It is important to study their past 
action to decide if they are near a top and 
ready for a reaction. 

To buy and sell stocks wisely and profit- 
ably in the next few months a careful 
stu tg GRAPHIC STOCKS can help you 
to take profits and avoid losses. 

This be -to-date book of 958 charts is now 
available. Send your order for the Janu- 
ary 1950 issue today. 


SINGLE COPY (Spiral Bound)..$10.00 
YEARLY (6 Revised Issues)...... 50.00 
(Airmail anywhere in U. S.).... 55.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel. HA 2-4848 
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In this market setting when the investment action you 
take is vital to preserving and building capital and 
income ... we suggest that you turn to THE ForRECAST just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. Forecast SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When fo Sell 

Our weekly market forecast ... with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Annual Income of 6% to 8% on a Regular Monthly 
Basis; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 

selection and proper timing key- 








given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded with graphs 

are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends: also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
shows significant indications at 
this time. 


potentials. 








2. Definite Advices on Intrin- 


Have The Forecast Serve You 
.. . In Preparing Now for Greater 
Income and Profit in 1950 


The weeks ahead will crystallize the extent to 
which the market will consolidate its position 
and revalue individual securities in the light 
of the recent advance and their first quarter a time. 


From such situations substantial profits have 
been secured by Forecast subscribers . . . 
building up in a few weeks many points appre- 
ciation which normally take several months. 
Enroll now to participate in our new recom- 
mendations as selected. 


note FORECAST SERVICE. 


4. Continuous Consultation 


You are welcome to consult us 
... by mail or by wire... on 
securities in which you are in- 
terested ...as many as 12 at 
..to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch . . . or close 
out. 


A Plus Service . . . These con- 
sultation privileges alone can be 














sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power: (d) 6% to 8% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks, 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders. . . in 
stable investment situations .. . in avoiding laggards. . 
in keeping your position adjusted to the market’s out- 


look. 


Enroll NOW for the protection and advantages of Fore- 
cast Service .. . especially under today’s conditions. At 
this time. you also have the advantage of our Special 
Offer of Free Service to Feb. 15. Mail the coupon below 


today. 

















1 C, -o----- FREE SERVICE TO FEBRUARY 15, 1950 [=$——-—-—-———— ; 
al oujeon 1-14 | 
/ | THE INVESTMENT AND BUSINESS FORECAST | 
( oday: | of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
| I enclose [J $60 for 6 months’ subscription; [J $100 for a year’s subscription. 
| (Service to start at once but date from February 15, 1950) 
SPECIAL OFFER SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: $1.00 six months; [) $2.00 0 Telegraph me collect in anticipation of 
MONTHS’ 60 | pd Rocrisg P S. and yo important market turning points . | 
SERVICE Special Delivery: [ $4.00 six months; when to buy and when to sell... when to 
| C) $8.00 one year. expand or contract my position. | 
12 MONTHS" $100 | Name 
SERVICE | 
| Address _— | 
Complete service will start at | | 
once but date from Feb. 15th. { City. State 7 | 
i pti Your bscription shall not be assigned at List up to 12 of your securities for our initial 
Subscriptions to The Forecast | - slime without your consent. Analytical and Advisory Report. 
are deductible for tax purposes. aa cect Me gts ONT IO IID A EN LI 
JANUARY 14, 1950 419 





420 

















A First Step in Your Program for a 


PROFITABLE 1950 


RY this experiment! Imagine that all your securities were sold yesterday. To- 
day you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my funds 
be used more profitably in the coming year? Should I invest my cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if 
your purchases are strategically timed. Many are undervalued as measured by 
earning power, capital assets and 1950 potentialities. 


‘As a first step toward increasing your profit and income in 1950, we invite you to 


submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only tempo- 
rarily. It will tell you how our personal supervision can assist you to strengthen 
your diversification, income and the enhancement possibilities of your account. 
We will evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THe Macazine or Wart Street. A Background of forty-two years of service 
90 BROAD STREET NEW YORK 4, N. Y. 








THE MAGAZINE OF WALL STREET 
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Privilege of Immediate Payment 


To the Holders of All Outstanding 


CITIES SERVICE COMPANY 


5% Gold Debentures Due 1958, 1963, 1966, and 1969 
Aggregating $41,569,700 in Principal Amount 


You are hereby notified that funds sufficient to effect the redemp- 
tion of all of the outstanding Debentures of the above issues on their 
respective next interest payment dates have been deposited by the 
Company with the respective Trustees of such issues. Official publica- 
tion of the Notices of Redemption will later be made in accordance 
with the terms of the respective Indentures under which such Deben- 
tures were issued. The Company, however, is giving to holders of each 
issue the right to receive immediate payment and has accordingly 
instructed such Trustees to pay to any holder on and after the date 
hereof, upon proper presentation and surrender of the Debentures 
with all unmatured coupons, the full redemption price consisting of 
the principal amount of the Debentures, the premium due thereon and 
the accrued interest to the redemption date, amounting for each $1,000 
Debenture to $1,045 (including interest to April 1, 1950) in case of 
Debentures due 1958, to $1,055 (including interest to May 1, 1950 
and March 1, 1950, respectively ) in case of Debentures due 1963 and 
Debentures due 1966, and to $1,065 (including interest to March 1, 
1950) in case of Debentures due 1969. 

Holders of the above issues who desire to avail themselves of the 
privilege of immediately receiving the redemption price, may sur- 
render their Debentures with all unmatured coupons attached to the 
respective Trustees of such issues at their respective offices listed 
below. Ownership certificates should accompany all coupons pre- 
sented for payment. 

Debentures registered as to principal must be accompanied by 
proper instruments of assignment in blank where payment to anyone 
other than the registered holder is desired 


CITIES SERVICE COMPANY 
By: W. ALTON JONES 





January 3, 1950, President 
Debentures due 1958 and 1969 Debentures due 1963 Debentures due 1966 
are to be presented to: are to be presented to: are to be presented to: 
The Chase National Bank Central Hanover Bank Manufacturers Trust Company 
of the City of New York and Trust Company Corporate Trust Department 
43 Exchange Place 70 Broadway 45 Beaver Street 


New York 15, New York New York 15, New York New York 15, New York 








"Look! Our payroll 


for 1217 people 


completed in one day!" 


This machine provides 20 totals for 
payroll as well as 42 totals for analy- 
sis work. Payroll—-with its increased 
problems of deductions—is but one 
of the many accounting jobs which 
National has solved, cutting costs 
on every job. 

A National System is a capital in- 
vestment that often repays its costs 
within a year—then goes on year 
after year paying a profitable re- 


THE NATIONAL CASH REGISTER COMPANY 


sometimes spend money to make 
money. And smart management also 
knows that a capital investment to 
reduce expenses is as important as 
one to increase business. 

Your local National representative 
will gladly show you how you can 
reduce your operating costs. No obli- 
gation, of course. 


"Get this FREE 
20-page booklet. 
Ask your local 
National repre- 
sentative, or write 
to The National 
Cash Register 
Company, Day- 
ton 9, Ohio. 


ACCOUNTING MACHINES 
CASH REGISTERS ADDING MACHINES 








